AUTHENTICATED 
US. GOVERNMENT 
INFORMATION ^ 


THE CLEAN ENERGY RECOVERY: CREATING JOBS, 
BUILDING NEW INDUSTRIES AND SAVING MONEY 


HEARING 

BEFORE THE 

SELECT COMMITTEE ON 
ENERGY INDEPENDENCE 
AND GLOBAL WARMING 
HOUSE OF REPRESENTATIVES 

ONE HUNDRED ELEVENTH CONGRESS 

SECOND SESSION 


MARCH 10, 2010 


Serial No. 111-14 



Printed for the use of the Select Committee on 
Energy Independence and Global Warming 

globalwarming. house.gov 


U.S. GOVERNMENT PRINTING OFFICE 
62-521 WASHINGTON : 2010 


For sale by the Superintendent of Documents, U.S. Government Printing Office 
Internet: bookstore.gpo.gov Phone: toll free (866) 512-1800; DC area (202) 512-1800 
Fax: (202) 512-2104 Mail: Stop IDCC, Washington, DC 20402-0001 


SELECT COMMITTEE ON ENERGY INDEPENDENCE 
AND GLOBAL WARMING 

EDWARD J. MARKEY, Massachusetts, Chairman 


EARL BLUMENAUER, Oregon 
JAY INSLEE, Washington 
JOHN B. LARSON, Connecticut 
HILDA L. SOLIS, California 
STEPHANIE HERSETH SANDLIN, 
South Dakota 

EMANUEL CLEAVER, Missouri 
JOHN J. HALL, New York 
JERRY McNERNEY, California 


F. JAMES SENSENBRENNER, jR., 
Wisconsin, Ranking Member 
JOHN B. SHADEGG, Arizona 
GREG WALDEN, Oregon 
CANDICE S. MILLER, Michigan 
JOHN SULLIVAN, Oklahoma 
MARSHA BLACKBURN, Tennessee 


Professional Staff 


Michael Goo, Staff Director 
Aliya Brodsky, Chief Clerk 
Bart Forsyth, Minority Staff Director 


(H) 



CONTENTS 


Page 

Hon. Edward J. Markey, a Representative in Congress from the Common- 
wealth of Massachusetts, opening statement 1 

Prepared Statement 3 

Hon. F. James Sensenbrenner, Jr., a Representative in Congress from the 

State of Wisconsin, opening statement 5 

Hon. Stephanie Herseth Sandlin, a Representative in Congress from the 

State of South Dakota, opening statement 6 

Hon. Emanuel Cleaver II, a Representative in Congress from the State of 

Missouri, opening statement 7 

Hon. Jackie Speier, a Representative in Congress from the State of California, 

opening statement 8 

Hon. Jay Inslee, a Representative in Congress from the State of Washington, 
opening statement 9 

Witnesses 

Mary Ann Wright, Vice President and Managing Director — Business Accel- 
erator Project, Power Solutions Division, Johnson Controls, Inc 10 

Prepared Statement 12 

Paul Gaynor, Chief Executive Officer, First Wind Holding LLC 21 

Prepared Statement 23 

Answers to submitted questions 72 

Lisa Patt-McDaniel, Director of the Ohio Department of Development, State 

of Ohio 30 

Prepared Statement 32 

Answers to submitted questions 74 

J. Bryan Ashley, Chief Marketing Officer, Suniva, Inc 39 

Prepared Statement 42 

Answers to submitted questions 78 

Brian M. Johnson, Federal Affairs Manager, Americans for Tax Reform 47 

Prepared Statement 49 


(III) 




THE CLEAN ENERGY RECOVERY: CREATING 
JOBS, BUILDING NEW INDUSTRIES AND 
SAVING MONEY 


WEDNESDAY, MARCH 10, 2010 

House of Representatives, 

Select Committee on Energy Independence 

AND Global Warming, 

Washington, DC. 

The committee met, pursuant to call, at 9:35 a.m., in Room 2141, 
Rayburn House Office Building, Hon. Edward J. Markey (chairman 
of the committee) presiding. 

Present: Representatives Markey, Inslee, Herseth Sandlin, 
Cleaver, Speier, Sensenbrenner, and Capita. 

Staff present: Jonathan Phillips. 

The Chairman. Welcome, ladies and gentlemen, to the Select 
Committee on Energy Independence and Global Warming. 

I think it is appropriate to begin this hearing today on the Recov- 
ery Act with a reflection on where our Nation stood 1 year ago. Our 
economy was in a free fall. The Dow was below 6500, down 54 per- 
cent from its high. Less than 2 months into the Obama administra- 
tion, unemployment had already hit a 25-year high. People stopped 
looking at their 401(k) statements, spending froze, businesses shut- 
tered, credit disappeared, and everyone wondered when the down- 
ward spiral would end. 

While the Nation’s collective economic security was disappearing 
before our eyes, many of the pillars of American strength have 
been quietly decaying in the shadows for decades. Roads and infra- 
structure were crumbling, schools were sinking deeper into medioc- 
rity, our middle class was losing ground. At the same time, China, 
Germany, and other nations were racing past us in the 21st cen- 
tury’s greatest growth industry, clean energy. 

Amidst this storm. Congress passed the American Recovery and 
Reinvestment Act; and it became law on February 17, 2009. As a 
result, two million people have jobs today that otherwise would not. 
This emergency legislation has not only helped us round the corner 
on the worst recession in generations, it has become the catalyst 
for reinvesting in America’s future. 

Nowhere is this reinvestment more apparent than in clean en- 
ergy, where the Recovery Act targeted $90 billion to jump-start jobs 
in efficiency, wind, solar, advanced battery technology, and count- 
less other critical industries. 

Equally important, these investments are laying the foundation 
for a new era of innovation and technology development that will 
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provide the next generation of Americans with economic security 
and job opportunities over the long term. 

While we still have a long journey ahead of us, I think we need 
to take stock of how far we have come with the Recovery Act. 

A decade ago, we had a grand total of 450 megawatts of solar 
electricity installed in the United States. Flash forward. We in- 
stalled 480 megawatts of solar in 2009 alone. In 2010, the solar in- 
dustry is likely to bring on line the likely equivalent of a nuclear 
power plant. Solar energy programs in the Recovery Act supported 
more than 10,000 new jobs in 2009, and it is likely to support an- 
other 30,000 in 2010. 

Then there is wind. Four years ago, 25 percent of the components 
of a wind turbine was made in America. Today, more than 50 per- 
cent is made in America. Annual additions of wind power have 
quadrupled during that time, from less than 2,500 megawatts in 
2005 to nearly 10,000 new megawatts installed in the United 
States in 2009. When the wind factories supported by the Recovery 
Act come on line over the next couple of years, the average content 
is likely to be over 70 percent in these wind facilities. 

Then we have the advanced batteries that are going to power the 
electric vehicles rolling off assembly lines later this year. Asia owns 
98 percent of that market today. With Recovery Act investments, 
the U.S. global markets share is projected to raise to 20 percent 
next year and 40 percent by 2015. Imagine the jobs that will be 
created when we stop sending $250 billion a year overseas for oil 
and start sending money to the workers in Michigan and Ohio who 
are building our electric batteries. Make no mistake, clean energy 
industrialization is happening in America, and the Recovery Act is 
playing a major part. 

Public investment in innovation is a proven all-American path- 
way to long-term economic security and job creation. The public in- 
vestment behind Neil Armstrong’s one small step spurred giant 
technological leaps that ensured American economic security for 
generations. 

The Recovery Act reoriented America to the future and refocused 
our efforts and our strengths. Our strength is our ability to inno- 
vate. As we move forward into a clean energy future, we will wean 
ourselves from our greatest weakness: addiction to oil. The Recov- 
ery Act laid that foundation. A long-term policy like the Waxman- 
Markey bill, which the House passed last June, will ensure that 
the thousand flowers of the Recovery Act are likely to fully bloom. 

That completes the opening statement of the Chair. 

I now turn and recognize the ranking member of the committee, 
the gentleman from Wisconsin, Mr. Sensenbrenner. 

[The prepared statement of Mr. Markey follows:] 
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Statement of Chairman Edward J. Markey (D-MA) 

“The Clean Energy Recovery: Creating Jobs, Building New Industries 
and Saving Money.” 

Select Committee on Energy Independence and Global Warming 
Wednesday March 10, 2010 


I think it is appropriate to begin this hearing today on the Recovery Act with a reflection on 
where our nation stood one year ago today. Our economy was in free fall. The DOW was below 
6500, down 54 percent from its high. Less than 2 months into the new Obama administration, 
unemployment had already hit a 25-year high. 

People stopped looking at their 401(k) statements. Spending froze, businesses shuttered, credit 
disappeared and everyone wondered when the downward spiral would end. 

While the nation’s collective economic security was disappearing before our eyes, many of the 
pillars of American strength had been quietly decaying in the shadows for decades. Roads and 
infrastructure were crumbling. Our schools were sinking deeper into mediocrity. Our middle 
class was losing ground. At the same time, China, Germany and other nations were racing past 
us in the 21“ Century’s greatest growth industry: clean energy. 

Amidst this storm, Congress passed the American Recovery and Reinvestment Act and it became 
law on February 17, 2009. As a result, 2 million people have jobs today that otherwise would 
not. This emergency legislation has not only helped us round the comer on the worst recession in 
generations, it has become the catalyst for re-investing in America’s future. 

Nowhere is this re-investment more apparent than in clean energy, where the Recovery Act 
targeted $90 billion to jump start jobs in efficiency, wind, solar and advanced battery technology, 
and countless other critical industries. Equally important, these investments are laying the 
foundation for a new era of innovation and technology development that will provide the next 
generation of Americans with economic security and job opportunities over the long-term. 

While we still have a long journey ahead of us, I think we need to take stock of how far we’ve 
come with the Recovery Act. 
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A decade ago, we had a grand total of 450 megawatts of solar electricity installed in the United 
States. Flash forward. We installed 480 megawatts of solar in 2009 alone. In 2010, the solar 
industry is likely to bring online the capacity equivalent of a new nuclear power plant. Solar 
energy programs in the Recovery Act supported more than 10,000 new jobs in 2009, and it is 
likely to support another 30,000 in 2010. 

Then there is wind. Four years ago, 25 percent of the components of a wind turbine was made in 
America. Today, more than 50 percent is made in America. Annual additions of wind power 
have quadrupled during that time, from less than 2,500 megawatts in 2005 to nearly 10,000 
megawatts last year. When the wind factories supported by the Recovery Act come online over 
the next couple years, the average American content is likely to be over 70 percent. 

Then we have the advanced batteries that are going to power the electric vehicles rolling off 
assembly lines later this year. Asia owns 98 percent of that market today. With Recovery Act 
investments, U.S. global market share is projected to rise to 20 percent next year and 40 percent 
by 2015. Imagine the Jobs that will be created when we stop sending $250 billion a year overseas 
for oil and start sending money to the workers in Michigan and Ohio building our electric 
batteries. 

Make no mistake: clean energy industrialization is happening in America and the Recovery Act 
is playing a major part. 

Public investment in innovation is a proven, all-American pathway to long-term economic 
security and job creation. The public investments behind Neil Armstrong’s one, small, step 
spurred giant technological leaps that ensured American economic security for generations. 

The Recovery Act reoriented America to the future and refocused our efforts on our strengths. 
Our strength is our ability to innovate. As we move forward into a clean energy future, we will 
wean ourselves from our greatest weakness: addiction to oil. The Recovery Act laid that 
foundation. A long-term policy like Waxman-Markey, which the House passed last June, will 
ensure that the thousand flowers of the Recovery Act are able to fully bloom. 
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Mr. Sensenbrenner. Thank you very much, Mr. Chairman. 

You never have to admit you are wrong if you always argue that 
things could be worse. The unemployment rate is hovering around 
10 percent, and the economy has lost around 3.3 million jobs since 
Congress passed the $862 billion stimulus bill. But the majority 
has still convened today’s hearing to celebrate the bill as a success. 
No matter how sluggish our economy gets, they always can pretend 
that things are better than they could have been. 

I am still hopeful that last year’s $862 billion stimulus bill will 
help get people back to work. But this is mostly wishful thinking. 
Evidence already shows that this massive government program is 
unlikely to produce any significant growth in the workforce. There 
are good intentions behind some of these so-called green jobs 
projects, but we also need accountability. 

The stimulus program was a failure, and we need an honest ac- 
counting as to why. 

Spending government money can create jobs, but most of these 
jobs are entirely dependent upon the government’s subsidies. Take 
away the subsidy, the job goes, too. Based on per unit of energy 
output, wind and solar energy products received 50 times more 
subsidy than coal. The subsidies required to create these green jobs 
result in the loss of economically sustainable jobs in other indus- 
tries. Experiences abroad have already documented this fact. 

Spain spent $1.6 billion to subsidize its solar industry. A study 
from a Spanish university, however, found that for every job this 
money created, it cost the economy 2.2 jobs in other industries. The 
same study also found that 9 out of 10 jobs created by the subsidies 
were temporary in nature. 

The Obama administration immediately attacked the study, but 
critics must account for the fact that, since implementing the sub- 
sidies, the unemployment rate in Spain has climbed to nearly 20 
percent. I know the playbook is to argue that things would have 
been worse without the subsidies, but when one in five people are 
unemployed, how much worse can it get? 

The administration was so frightened by the Spanish statistics 
that it took what the Department of Energy employees described 
as an unprecedented step of issuing a direct rebuttal. DOE con- 
tracted with a national renewable energy lab to produce a response 
to the Spanish study. Documents obtained through a FOIA request 
by the Competitive Enterprise Institute made it clear that the ad- 
ministration’s rebuttal was written in conjunction with wind lobby- 
ists and other advocacy groups. This blatant conflict of interest not 
only undermines the integrity of NREO’s attack but also exposes 
the agenda of the report sponsors. 

Unfortunately for us, the stimulus bill might actually be of some 
help to Spain. The Investigative Reporting Work, a product of the 
School of Communication of American University, found that a ma- 
jority of the program’s grants went to foreign-owned companies and 
that a majority of the turbines purchased with the money were 
built by foreign manufacturers. The workshop found that of the 
$1.05 billion in clean energy grants handed out by the government 
since September 1, 84 percent — a total of $749 million — have gone 
to foreign wind companies. The Spanish utility company Iberdrolla, 



6 


SA, alone has collected $545 million through its American sub- 
sidiary. 

In response to a letter from Democratic Senators criticizing the 
stimulus program, Secretary Chu wrote that all the wind turbine 
installation jobs are created here in America. So we are spending 
U.S. taxpayer money to create long-term manufacturing jobs 
abroad and consoling ourselves because we are also creating a few 
short-term construction jobs here at home. 

The job creation benefits of the stimulus package were further 
undermined by the Democrats’ political alliance with unions. The 
Government Accountability Office recently found that the pro-union 
Davis-Bacon language in the stimulus bill meant Energy Depart- 
ment officials have to spend valuable time determining the pre- 
vailing wages for these so-called green jobs. This bureaucratic exer- 
cise cost valuable time during a period where many Americans 
needed the work. 

In the case of weatherization, the Energy Department spent only 
8 percent of the nearly $5 billion budgeted to improve energy effi- 
ciency in homes across the country. Indeed, a study by the Heritage 
Foundation shows that Davis-Bacon rules require government con- 
tractors to pay wages that average 22 percent above the market 
rate, and suspending Davis-Bacon rules would let the government 
hire 160,000 additional workers. 

I am glad that Brian Johnson of Americans for Tax Reform is 
here to tell us more. He will testify that Davis-Bacon rules reduced 
the jobs-creating benefits that the stimulus bill sought to create. 
The question is what are the priorities of the authors of the stim- 
ulus bill. 

I also want to welcome Mary Ann Wright of Johnson Controls, 
who are based in my district, and thank her and her company for 
their work in cutting-edge battery power. I believe the only way we 
can confront climate change is through technology breakthroughs, 
and I am in fact a lead author and original sponsor of the Hybrid 
Truck Act, which has twice passed the House. 

I hope this hearing proves to be the beginning of legitimate over- 
sight, rather than an attempt to spin ineffective policies. 

I yield back the balance of my time. 

The Chairman. The gentleman’s time has expired. 

The Chair recognizes the gentlelady from South Dakota, Ms. 
Herseth Sandlin. 

Ms. Herseth Sandlin. I thank the chairman for holding this 
hearing giving us this opportunity to examine how the Recovery 
Act has played a key role in maintaining and fostering the new en- 
ergy economy. 

I supported the Recovery and Reinvestment Act in order to pre- 
vent the worst recession since World War II from lasting longer 
and going deeper, to build infrastructure and invest in other ways 
in the future of South Dakota and the country. 

As an example. South Dakota has already been allocated $9.6 
million in Recovery Act smart grid funding, Batros Power in the 
western part of the State is slated to receive $5.6 million in Recov- 
ery Act funds, with 50 percent cost share to install smart metering 
technology, and Sioux Valley Energy Electric Cooperative was 
awarded $4 million to install SMART meters. 
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As virtually every economist agrees, we needed an aggressive re- 
covery package to stem the loss of jobs, to save jobs, to create jobs, 
and to reinvigorate demands for goods and services that had evapo- 
rated in the economic collapse triggered by the financial meltdown 
originating from risky and unconscionable actions on Wall Street. 
Our Nation was in a free fall, losing hundreds of thousands of jobs 
a month, and we needed to act. As South Dakota’s Republican gov- 
ernor has said, the Recovery Act played a key role in balancing 
South Dakota’s budget in multiple years, while reducing cuts to 
critical programs as our State suffered from the downturn. 

Moreover, one of the key components of the Recovery Act conven- 
iently overlooked by its critics is over a third of it is tax cuts for 
families and businesses, including a long-term extension of the pro- 
duction tax credit for wind through 2012, a tax credit of up to $800 
per family for 2009 and 2010, tax relief for small businesses, and 
a cut in the capital gains tax for those who invest in small busi- 
nesses. 

In addition, I have met with homegrown wind developers and 
other domestically headquartered wind blade manufacturers who 
have brought hundreds of jobs to South Dakota who have praised 
the Recovery Act’s extension of the production tax credit and the 
new Treasury grant in lieu of the investment tax credit included 
in the Recovery Act. I have heard firsthand how these measures 
are allowing the survival of domestic wind development in the 
United States, creating jobs and fostering economic development in 
rural communities. 

So I thank you again, Mr. Chairman, for holding this hearing 
and look forward to the testimony of our witnesses today. 

The Chairman. The gentleman from Missouri, Mr. Cleaver, is 
recognized. 

Mr. Cleaver. Thank you, Mr. Chairman. 

I think it is important for us to take a look at the impact of the 
ARRA legislation. 

Mr. Chairman, I was in the room as a member of the Financial 
Services Committee. I was sitting there when President Bush’s Sec- 
retary of the Treasury, Hank Paulsen, along with Ben Bernanke, 
along with Mr. Cox, our former colleague, and Sheila Bair sat at 
a table not dramatically unlike the table before us today; and from 
their lips fell the most bone-chilling testimony I have ever heard 
since being in government. 

They explained to us that if the Fed did not act quickly that the 
U.S. economy would fall from the precipice, taking with it the econ- 
omy of the planet. President Bush pushed hard to take action, and 
I don’t disagree. And we took action. We then, after electing Presi- 
dent Obama, began to address this problem that was deepening 
even after trying to put a tourniquet on the Wall Street entities 
that could have also taken down other financial institutions around 
the country. 

President Obama put forth a stimulus package. Some, like Paul 
Krugman, the Economist journalist, believed that it was too small, 
that you can’t have a $15 to $17 trillion economy and try to com- 
pletely turn things around with less than a trillion dollar stimulus. 
Nonetheless, we approved it, and I supported it and supported it 
strongly. 
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If you look at the job losses in the United States over the last 
decade, you would be alarmed. Because many of those jobs, even 
after this recession ends, will not return. And I fear that the 3.5 
unemployment, full employment number, is going to have to be ad- 
justed, that no longer can we expect full employment to be when 
3.5 percent of the American public is unemployed. That is probably 
going to go up after this recession is over. So the only thing re- 
maining for us to do is to create new jobs, and AREA gave us the 
opportunity to create new jobs. 

In Kansas City, Missouri, one of the cities I represent in Mis- 
souri, we used the money to create what is called the Green Impact 
Zone, 150 blocks of the most decrepit piece of geography in urban 
America. One census track shows unemployment at 70 percent. 
The Kansas City Star did a story on this track and called it the 
Murder Factory. 

We have been able, since ARRA, to get a matching grant from 
the Department of Energy to match a $24 million grant from our 
power and light company to begin the construction of a smart grid. 
Men and women are hired today, this day, who live in the Green 
Impact Zone who will be a part of the construction team for the 
smart grid. And we are weatherizing 3,000 homes, and the men 
and women doing the weatherization are men and women who are 
unemployed, and, yes, some of them were union members. 

The point is, as I close, Mr. Chairman, that this is working and 
working well. 

Thank you, Mr. Chairman. 

The Chairman. I thank the gentleman. 

The gentlelady from California, Ms. Speier. 

Ms. Speier. Thank you, Mr. Chairman. 

I am glad that we are here today to discuss clean energy jobs 
which are crucial not only for our economic recovery but for our 
long-term economic growth. 

On Monday of this week, I organized a bus tour to inspect the 
progress of recovery projects in my district. From 300 construction 
jobs at San Francisco Airport, job training for transportation work- 
ers, new buses fueled by biofuel, aid to services for the unemployed, 
and a collaborative partnership to secure $2 million in grants to re- 
house the homeless, I can see the impact of timely and targeted re- 
covery funding working in my district. 

What was very interesting during the tour was I visited a com- 
pany that built super-efficient surge protectors for our electric grid 
to shield consumers from blackouts. The company received 8.5 mil- 
lion ARRA grant dollars to fund an installation in southern Cali- 
fornia and has already expanded its headquarters to a larger facil- 
ity. One thing they pointed out to me, though, was that there is 
no testing facility in the United States. So they have to actually 
transport this huge piece of equipment to Vancouver to test it, an- 
other opportunity for us to start growing some of these opportuni- 
ties at home. 

Another company based in south San Francisco received $21 mil- 
lion in recovery funding to build an advanced biofuels refinery in 
Pennsylvania which will create jobs in both locations and will help 
them scale up production of a cutting-edge renewable biofuel which 
will help us break our addiction to oil. 
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Finally, my district is home to the Nation’s leading solar power 
provider for homeowners on up to Federal Government, and thanks 
to the Recovery Act policies for renewable energy providers that 
has ended its hiring freeze and plans to add 16 new solar installa- 
tion crews in the coming months. 

I know we have much to hear from our witnesses, and I yield 
back. 

The Chairman. The gentlelady’s time has expired. 

The Chair recognizes the gentleman from Washington State, Mr. 
Inslee. 

Mr. Inslee. I want to make a point about — maybe someone has 
already said it — I just met a woman named Elana Meyers, who was 
our Gold Medal winner in the bobsled competition in Vancouver; 
and it was the first time I ever got to hold a Gold Medal. It was 
pretty cool. But it made me think about another competition we are 
in about who is going to get the Gold Medal in the clean energy 
economy. And if it wasn’t for ARRA, we would be giving a huge 
head start to China. ARRA allowed us to get out of the chute, at 
least to begin getting into this competition with the rest of the 
world to see who is going to be preeminent in clean energy. 

And I just want to make two points about why ARRA was suc- 
cessful in getting us into the race, two companies I will mention. 

I met a fellow from Johnson Controls the other day who said 
they are going to start building a lithium ion battery manufac- 
turing plant in Michigan, hopefully construction this fall, which 
would not have happened but for ARRA. And we would not have 
any meaningful manufacturing plant in the United States but for 
ARRA in this regard. 

And in the R&D provision, we have a company called Energy II. 
It is in Seattle. It has got a $20 million-plus grant to fund ways 
to use nanotechnology to make ultra capacitors 15 times more effi- 
cient and more dense. 

So ARRA has got us into the race. We are in the race, and we 
wouldn’t have been for it, and I am glad we are in the race. 

The Chairman. And the gentleman’s time has expired. 

Maybe what we could do is hear from Johnson Controls. The gen- 
tleman from Washington State has, as you know, given Johnson 
Controls a little bit of a plug here. So while the gentleman is 
here — we apologize to the other witnesses who have been told what 
the order will be — I thought maybe we could start with you, Mary 
Ann Wright, Vice President of Johnson Controls and Managing Di- 
rector of the company’s Business Accelerator Project for advanced 
energy storage solutions. Perhaps you could expand upon what Mr. 
Inslee was just referring to. 
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STATEMENTS OF MARY ANN WRIGHT, VICE PRESIDENT AND 
MANAGING DIRECTOR, JOHNSON CONTROLS, INC.; PAUL 
GAYNOR, CHIEF EXECUTIVE OFFICER, FIRST WIND; LISA 
PATT-McDANIEL, DIRECTOR, OHIO DEPARTMENT OF DEVEL- 
OPMENT; BRYAN ASHLEY, CHIEF MARKETING OFFICER, 
SUNIVA, INC; AND BRIAN M. JOHNSON, FEDERAL AFFAIRS 
MANAGER, AMERICANS FOR TAX REFORM 

STATEMENT OF MARY ANN WRIGHT 

Ms. Wright. Chairman Markey, Congressman Sensenbrenner, 
and the rest of the members, thank you very much for inviting us 
here to tell you what we are doing with our Recovery matching 
grant; and I also appreciate that you did it today because I have 
to head back to Milwaukee and greet all of my new employees in 
Milwaukee that we are hiring as a result of the work we are doing 
in the United States. 

I have three things that I want to talk about. One is the state 
of the industry in general, number two is what we are doing with 
our stimulus grant, and number three is the challenges that we 
face. 

I think you have a packet of some pictures. It is also in the writ- 
ten testimony, and I would like to kind of talk you through this. 
Because if you look at this, what should pop out at you is it is a 
pretty scary picture. 

If you take a look over in the right, a cell, which is this — and 
there is about 100 to 200 of them in these electric vehicles — 50 to 
75 percent of the value is in the cell. All of these materials come 
from virtually the Pacific Rim who has a stranglehold on the sup- 
ply base. Over on the left-hand side is the system, and that is 
where we put the cells and integrate it and put it into the vehicle. 

And if you think about this for a minute, if we don’t change this, 
we will change our oil cartel, our OPEC oil cartel for an Asian bat- 
tery cartel. And to scare you a little bit more, our Pacific Rim 
friends aren’t standing still. They continue to invest in manufac- 
turing capability, technology, and capacity. 

In 2008, Johnson Controls opened up the world’s first lithium ion 
manufacturing facility for automobiles in Nersac, France, in 2008. 
Out of that facility, we supply on a mass production scale Daimler 
and BMW. For pre-production, we support our customers Ford, 
Azure Dynamics, Jaguar, Land Rover, and Volkswagen. 

In 2009, we were the recipient of a stimulus grant. And the key 
thing that I would like you to take away — and Congressman Inslee, 
you stole my thunder — and the fact is, in the absence of this grant, 
we would not have expanded our manufacturing in the United 
States. We were looking in Europe and in Asia, but, because of this 
action, we are going to build our first manufacturing facility in Hol- 
land, Michigan. As a matter of fact, it is up. We are retrofitting it, 
and we will begin production later this year for one of our cus- 
tomers and begin full-scale cell production next year. We are mov- 
ing fast, we are moving decisively, and we are very encouraged by 
the actions that the legislature has taken. 

I think also — and it may be something Congressman Inslee 
doesn’t know — that by 2012 we will move and transition all of our 
European production into this U.S. facility, and I think that is a 
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real feather in our cap versus what is typically happening in our 
economy. 

When we were awarded our grants, our commitment wasn’t just 
to put up a plant but that we would help stand up an industry; and 
that involves everything from our raw materials suppliers all the 
way to our end-of-life recycling infrastructure. 

Johnson Controls presently is the largest provider of your starter 
batteries and the largest recycler of these batteries as well, so we 
are going to build on those capabilities of a long-standing, mature 
company and industry to be able to transition that into lithium ion. 

But if you think about the materials for a moment, as I said, 
most of those comes from the Pacific Rim. One of our commitments 
is to develop a domestic supply base. I am very happy to let you 
know that we have recruited two Asian suppliers to the United 
States who will be setting up business in Michigan and supplying 
the U.S. market. We need to continue to develop a domestic supply 
base as well. 

We have great partners in Ford Motor Company, Azure, Daimler, 
BMW. We have terrific long-standing partnerships with Argonne 
National Laboratory in Oakridge to continue our work on our tech- 
nology. 

In Milwaukee, which is our headquarters for this business, we 
have stood up a team called the accelerator team, which I lead; and 
our job is to accelerate the demand creation and the technology and 
innovation so that we can have a sustainable business that does 
not rely on subsidies and incentives, that can be profitable. 

So while we have customers, this is terrific. We have some great 
partners. We have an issue. And one of the graphs that I gave you 
was the demand. And if you take a look out in the 2015 time 
frame, we believe there will be about 4 million units of global ca- 
pacity versus 2 million units of demand. In North America alone, 
there will be about 2 million units of capacity and 800,000 units 
of demand. We have got to find a way to fill that gap. 

Transition of government fleets is going to be an important piece 
of that because, one, it allows us to drive scale, which is a key part 
of our business equation and, number two, we have over a million 
units in these fleets in the GSA and Postal Service which are per- 
fectly suited because — I am running out of time. 

Respectfully, I want to leave you with one key piece, however, is 
that we need to make sure we leverage these recovery investments 
as we transition these fleets and as we build our industry. 
Shouldn’t we give preference to vehicles that are built with bat- 
teries and electric drive components that come from investments 
that we made here in the United States so that we don’t allow 
these vehicles and this industry to transition from a Middle East- 
ern OPEC to an Asian battery cartel? 

Thank you very much. 

[The statement of Ms. Wright follows:] 
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Mr. Chairman and members of the Committee, my name is MaryAnn Wright. I am the Vice 
President and Managing Director, Business Accelerator Project, Johnson Controls, Inc. In 
addition to being the world’s largest provider and recycler of starter batteries, we are the leading 
independent supplier of battery systems for hybrid vehicles, plug-in hybrid vehicles, and electric 
vehicles. 

1 greatly appreciate the opportunity to discuss with you today the current status of our American 
Recovery and Reinvestment Act grant, the opportunity it is creating and the challenges we face. 

I am honored that you have asked me to speak before you today regarding the domestic advanced 
battery industry, a topic which is critical to the security, economic vitality, and environmental 
stability of our country and planet. 

I would like to address three main points in my testimony: 

1 . The current state of the advanced battery industry globally; 

2. Where we are in executing our Recovery Act grant; and 

3. The industry’s challenges. 

Current State of the Advanced Battery Industry 

Today, nearly all the batteries for hybrid electric vehicles and plug-in electric vehicles, along 
with the materials and equipment to manufacture them, are made in Pacific Rim countries. Also, 
most of the other key electric power train components are available today only from offshore 
sources, primarily in Asia. 

Without a domestic manufacturing and supply base for advanced battery systems, America’s 
energy security will continue to be held hostage, exacerbating our economic problems, most 
notably our vanishing manufacturing base and conesponding massive trade deficit. As we begin 
to replace petroleum with electricity to power our vehicles, America must not swap today’s 
foreign oil cartel for a foreign battery cartel. 
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Below is a representation of the country of origin of the critical materials and components for a 
lithium-ion battery pack and it’s individual cells. It is not a pretty picture because most of the 
key supply base is in foreign countries. 




1. Cells 

2 . Electronics 

3 . Thermal management 


4. Mechanical 
components 

5. Software 






Vent 




• 

Japan 


Korea 

■ 


EU 



Cans Cover 


Electrode 

foils 


Cathode 

materials 


Anode materials 


Moreover, our foreign competitors are not standing still. Other countries are making huge 
investments to seize the opportunity to shift from fossil-based fuels and embrace electrified 
vehicles and new battery technology. We must reverse the decline in domestic manufacturing 
investment and eliminate the malignant transfer of our national wealth that results from our 
purchase of foreign energy. 

Fortunately, we have taken an important step to address this problem through the Recovery Act 
grant awards for electric drive vehicle battery and component manufacturing. I am pleased to 
say that Johnson Controls was one of nine advanced battery manufacturing grant recipients under 
this important initiative. Let me provide a status update on our first lithium-ion automotive 
battery manufacturing plant in the United States. 
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Our New Li-Ion Battery Production Facility 

As background, Johnson Controls, in a joint venture with Saft America, named Johnson 
Controls-Saft Advanced Power Solutions, launched the world’s first automotive lithium-ion cell 
manufacturing and battery assembly facility in Nersac, France in 2008. That facility is currently 
mass producing lithium-ion cells and packs for Mercedes and BMW hybrid vehicles. 

In August 2009 we were awarded a Recovery Act matching grant to create an advanced battery 
manufacturing industry in the United States. This grant, along with significant incentives from 
the State of Michigan, played a key role in our decision to build a manufacturing plant for 
advanced batteries in this country. Without this support from the DOE, we would have likely 
expanded our manufacturing footprint in Europe or Asia. As a result of the Recovery Act grant, 
we also re-located our electronics engineering from France to Holland, MI creating new, high 
quality jobs. 

It is important to understand that we are not just building a domestic advanced battery 
manufacturing plant. We are also building a domestic supply chain and recycling infrastructure 
for the manufacture of lithium-ion batteries for electric drive vehicles. 

This initiative includes suppliers of critical materials and components in addition to U.S. 
equipment suppliers for the specialized machinery the industry will need. To date, we have 
helped recruit two Asian materials suppliers to the U.S. (Michigan). We have formed strategic 
partnerships with global battery recyclers to implement battery collection, transportation, 
recycling and material recovery and reuse processes. Presently, Johnson Controls is the world’s 
largest recycler of lead-acid (starter) batteries. We have a mature infrastructure that includes 
coordinated fleets for delivery of new batteries coupled with pick-up and reverse distribution of 
spent batteries to our recycling partners We will leverage this successful template to develop 
the technology and capability to replicate a close-loop process for the lithium-ion industry . We 
have contracted with an equipment manufacturer in our home state of Wisconsin to supply the 
coating and drying line - one of the most critical machines used in the process of making 
lithium-ion cells. 

For the cells alone, there are nine major components that will be sourced on-shore as the result of 
our decision to produce this technology in the United States, a decision catalyzed by the 
Recovery Act funding; 

1) aluminum foil 

2) copper foil 

3) cathode powder 

4) anode powder 

5) separator 

6) electrolyte 

7) container/cover 

8) binder 

9) solvent 
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It is important to note that some of these materials, the cathode powder in particular, represent 
the vanguard of materials science and advanced process technologies that will help the U.S. 
regain its position as the most innovative country on earth. 

The Recovery Act funding for advanced battery manufacturing is stimulating economic activity 
in many industry sectors including one of strategic importance - the development of a lithium 
mine in northern Nevada. Currently, global reserves of lithium metal equivalent are estimated at 
31 million metric tons. The mine in northern Nevada will add another 2.2 million metric tons to 
this total or approximately 1 %. Moreover, this new mine will add 40% to the current North 
American reserves of 5.7 million metric tons. 

Our technology partners include the Department of Energy’s Argotme National Laboratory, who 
will help us accelerate commercialization and validation of cell materials. We also have 
partnered with the DOE’s Oak Ridge National Laboratory under a separate contract to validate 
and implement manufacturing process enhancements for lithium-ion cells. Ford Motor Company, 
a sponsor of both our Michigan incentive award as well DOE Recovery grant, awarded Johnson 
Controls-Saft the development and production contract for their PHEV program launching in 
2012 . 

We have established commercial viability through customers who have awarded us long-term 
production contracts. We have production contracts with Ford, Daimler, BMW and Azure 
Dynamics. Notably, we have pre-production development contracts with several global 
customers, including Jaguar Land Rover and Volkswagen, in support of their production 
program plans. Below is a diagram of our advanced battery initiative funded in part by the 
Recovery Act grant. 
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We have chosen an existing manufacturing location on our technical campus in Holland, 
Michigan to site the plant. We are drawing on a workforce from an area rich with skilled 
automotive workers. Through the reemployment of local talent, we will help reverse the recent 
trend of job loss in the automotive industry generally and the Midwest specifically. 



Johnson Controls Li-Ion Cell Manulaclunng and Battery System Assembly Plant, Holland, Michigan 


This investment is an important step toward creating and building an industry in the United 
States that addresses market requirements and long-term opportunities for growth and new jobs 
in this country. Construction of our plant in Holland, Michigan is progressing as planned with 
battery pack assembly set to begin in August of this year and cell production starting in 2011. 

We will support several important customers from this facility. Johnson Controls is the 
exclusive supplier for the complete battery system for Ford Motor Company’s first series 
production plug-in hybrid electric vehicle (PHEV), which will be introduced in 2012. In October 
it was announced that we will supply batteries for the Ford Transit Connect commercial van in 
2010 in collaboration with Azure Dynamics. We are working with Azure to supply batteries for 
other commercial delivery trucks that will start in production in 2010, In addition, we will 
transfer to the U.S. our production of batteries for the Mercedes S-Class and BMW 7-Series mild 
hybrids, presently produced in France, 

Earlier 1 spoke about the importance of re-establishing the United States as the world leader in 
transferring R&D innovations into commercially successful products - manufactured in the U.S. 
As part of Johnson Controls corporate commitment to support this initiative we have created a 
Hybrid Battery Business Accelerator team, which I lead at our headquarters in Milwaukee. The 
purpose of this team is to leverage the business opportunities created in large part by the 
Recovery Act funding by helping to accelerate market demand and the pace of energy storage 
innovation as we simultaneously stand up the plant in Michigan. The Business Accelerator was 
chartered last fall and has recruited significant industry expertise including many technical and 
management experts from defunct Imara Corporation. Additionally our Battery Technology 
Center is undergoing major upgrades in both facilities and equipment including a 50% increase 
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in the size of our Battery Test Facility which was built just two years ago. Although our 
Recovery Act award cannot be used to fund R&D expansion; it is being done exclusively with 
Johnson Controls and Johnson Controls-Saft funds, clearly ARRA funds have become a force 
multiplier which will directly drive excellence in domestic manufacturing and indirectly provide 
the impetus and confidence for companies such as ours to invent the future rather than attempt to 
predict it. 

The Challenge - Demand for Electric Vehicles 

Congress has shown vision and determination in appropriating $2 billion in Recovery Act 
funding to support the development of a U.S. manufacturing industry for advanced batteries and 
for electric drive components. Job creation and retention will result from our ability to “fill up 
our plant” with customer orders. At capacity, our first plant will employ 550 people. 

Historically, the creation of one job at the Tier 1 level such as Johnson Controls will have a 
multiplier effect of approximately 3 additional jobs in the lower tier supply base. Studies by 
both the Economic Policy Institute and the Council for Automotive Research support this jobs 
multiplier factor. In summary we expect that when running at capacity the total employee 
impact of our Holland , MI plant will approach 2,000 industry jobs. This doesn’t include 
supporting business infrastructure jobs such as restaurants, barber shops, shops, etc. However, 
the sustained success of this investment will depend ultimately upon creating demand for electric 
drive vehicles. We run the risk of creating more capacity to build batteries and critical 
components for new electric drive vehicles than what the market will demand, particularly 
during the early stage of commercialization. Of concern is the near-term, i.e., 2010 through 2015 
when market demand, if left uncatalyzed, will lag manufacturing capacity. The bar chart shown 
below underscores the challenge - we estimate that by 2015 domestic capacity in vehicle units 
will exceed demand by approximately 1.35 million units, a gap of 62 percent. 

Electrified Vehicle Demand vs. Capacity - North America 
(in thousands of units) 
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Early in the life cycle of any new product or technology, scale is one of the critical factors 
enabling manufacturing success, as well as cost reductions. Electrification of vehicle fleets, 
including government fleets, can be a major contributor towards rapidly achieving scale. 

Combined, the U.S. General Services Administration, Postal Service, and Department of Defense 
operate approximately 1 million non-tactical vehicles. Many of these vehicles, particularly 
Postal Delivery LEV vans, are excellent candidates from an economic standpoint for some level 
of power train electrification. The average Postal Delivery vehicle travels 18 miles a day at very 
low speeds in stop-start mode and averages only 10 mpg. The Postal Service’s Inspector General 
Office estimates that a full electric version of a delivery vehicle will save $1,500 per year in fuel 
cost if gasoline is priced between 3-4 dollars per gallon. Many other federal fleet vehicles are 
also good candidates for electrification and would help create demand. 

Beyond the federal government, the 50 states collectively operate another 1 million vehicles. 
Electrification of state and local government fleets would have a significant impact on creating 
demand. Johnson Controls Building Efficiency business operates a service vehicle fleet of 5,548 
vehicles. Seventy-seven percent of these vehicle travel less than 60 miles daily and 25 percent 
travel less than 40 miles per day. This represents a tremendous opportunity for us to electrify 
our own vehicles and gain invaluable field experience and help to build demand. We have 
implemented a pilot program in Milwaukee and will be taking delivery of our first fully electric 
service van within the next month. 

Leveraging the Recovery Act Manufacturing Investment 

In order to stimulate demand through government agency purchases of electrified vehicles for 
their fleets, we will need to leverage our existing Recovery Act investments. This could be done 
by establishing a preference to purchase electric drive vehicles for government fleets that contain 
batteries and components manufactured in facilities supported by Recovery Act grants. The risk 
if we do not leverage our investment is that our tax dollars could go to purchase electrified 
vehicles assembled in the United States but with batteries and components made in foreign 
countries. This could have the unintended consequence of stunting the utilization of domestic 
capacity, ultimately resulting in shuttered facilities and lost jobs. 

In his Joint Address to Congress on February 24, 2009, one week after signing the Recovery Act, 
President Obama said: 

“New plug-in hybrids roll off our assembly lines, but they will run on batteries made in 
Korea. I do not accept a future where the jobs and industries of tomorrow take root 
beyond our borders - and I know you don't either. It is time for America to lead again.” 


In addition to fleets, another critical policy to help spur demand is the continuation of tax 
incentives for the purchase of electrified vehicles. These incentives are proven demand boosters 
that must be maintained. Failure to continue these important tax policies at this time would send 
exactly the wrong signal to the marketplace and individual customers. 
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Another approach to stimulating market demand is advocated in the Electrification Coalition’s 
Roadmap - the creation of Electrification Ecosystems. Investing in a series of large-scale 
demonstration projects will encourage the adoption of electric vehicles and prove their market 
readiness. The establishment of Electrification Ecosystems has three important goals: 

1) Prove that wide scale deployment of grid-enabled vehicles is not only possible, but 
desirable; 

2) Take advantage of economies of scale; and 

3) Support research to answer critical questions about usage and recycling patterns. 

Research and Development - The Future 

As we execute our plan to create an advanced battery manufacturing industry we must also keep 
a focus on the future. The nature of technology is that there is always something better on the 
horizon. For the United States to achieve global product and manufacturing leadership in this 
technology is just the first step; we must sustain it with continuing and robust Federal R&D 
funding. In the same manner that lithium-ion is now supplanting nickel metal-hydride as the 
technology of choice for electric drive vehicles, the next game-changing chemistry is already 
being pursued by our global competitors in partnership with their governments. Japan has set a 
national technology goal for a 7X improvement in specific energy coupled with a 94 percent cost 
reduction for electric drive vehicle batteries by 2030. Commercialization of these technologies 
will depend on not only fundamental chemistry and materials breakthroughs, but also substantial 
innovations in manufacturing processes and equipment. 

Technology R&D on this scale is risky and costly, requiring more resources, both capital and 
intellectual, than what is available in the private sector alone. Continuing federal support 
through the DOE and its national laboratory network is critical to ensuring that the technology of 
the future is made here at home. The near collapse of U.S. financial markets over the last two 
years has made it painfully clear that our eroded manufacturing base must be rebuilt and returned 
to its time-tested position as the cornerstone of a healthy economy. 

We need to develop next generation lithium-ion batteries by improving electro-chemistries, as 
well as the battery systems which support and extend cell life. We must discover and develop 
the successor electrochemistry to lithium-ion. There are several technologies under 
consideration as the next transformation in battery technology. Equally important is the rest of 
the battery system, which includes sensors and thermal management components. Federal R&D 
support must be maintained in these areas in order for our domestic industry to remain 
competitive. We need to foster a collaborative relationship with the national labs and private 
industry to enable technology ideas to go from the labs to commercial success in the market 
place. 

Additional Consideration - Tax Treatment of Recovery Act Grants 

Currently, recipients of ARRA grants for advanced battery and critical components 
manufacturing, as well as the recipients of Smart Grid technology grants, need clarification on 
the tax treatment of these funds. Nothing in the Recovery Act indicates that these grants are 
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taxable. Legislation gave a clear intent of a 50:50 cost-share grant structure. Should the KS 
interpret these grants as being taxable income, we may find that at a 30 percent taxation rate, 
many millions of dollars from the grants merely will go back to the government and not be spent 
on actual manufacturing and jobs. We understand that the IRS may be able to interpret their 
current authority and the intent of the legislation to not tax the Recovery Act grants. If not, the 
IRS may need a statutory ability to grant an exclusion and not consider these grants as taxable 
income. 

The Recovery Act was designed to help create jobs and innovation in the United States in a 
tough economy and a hard competitive environment. Every dollar of the grant should be spent 
on hiring workers, developing new technologies, and putting manufacturing infrastructure in 
place that will propel American companies forward and enable them to compete with foreign 
manufacturers. Facilities such as ours can be great successes for the Recovery Act. We hope that 
the intent of the legislation will be clarified and the entire sum of the grant will go towards our 
facilities. 

In conclusion, let me thank the Committee for this opportunity to testify. We are making 
important investments needed to develop a domestic and sustainable manufacturing base for the 
commercialization of electric drive vehicles. These investments will result in good paying, 
sustainable jobs, not only at our facility, but also throughout the domestic supply chain that we 
are building. Going forward, these investments to develop a domestic battery manufacturing 
infrastructure will enhance our global competitive position in the development and production of 
electrified vehicles. However, our progress must be maintained by creating demand for these 
vehicles by electrifying our fleets, maintaining tax incentives, and investing in research and 
development. The success of these initiatives is critical to the security, economic vitality, and 
environmental stability of our country and planet. 

Let me close by saying that Professor John Goodenough, an American, is widely credited with 
having invented Li-Ion energy storage technology in the 1980s. Congress has shown vision and 
wisdom in providing funding through the Recovery Act to ensure that the world class technology 
previously invented in America is now going to be manufactured here. Thank you 
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The Chairman. Thank you very much, and thank you for telling 
us something Jay Inslee doesn’t know. That is a first in this com- 
mittee. 

Our next witness is Paul Gaynor, who is the CEO of First Wind, 
an independent company focused on the development, ownership, 
and operation of wind farms. Mr. Gaynor has over 20 years of expe- 
rience in the energy industry and has been involved in the financ- 
ing of these projects around the world. 

We welcome you, sir. 

STATEMENT OF PAUL GAYNOR 

Mr. Gaynor. Thank you. Chairman Markey, Ranking Member 
Sensenbrenner, and members of the committee. Thank you for in- 
viting me to testify today. 

My name is Paul Gaynor. I am the CEO of First Wind, a U.S.- 
owned, independent wind energy company based in Massachusetts. 
We are focused on the development, financing, construction, owner- 
ship, and operation of utility-scale wind farms in the United States. 
We have been in business since 2002, and today we operate about 
500 megawatts of clean, renewable wind power through six oper- 
ating projects in Maine, New York, Utah, and Hawaii. Currently, 
we are wrapping up construction on our seventh project, the 
Stetson II expansion in Maine. All in all, these facilities represent 
an investment of approximately $1.2 billion. 

First Wind currently employs over 200 professionals in nine 
States in this new industry. In the communities that we work, we 
also rely heavily on people in these communities with local knowl- 
edge in order to properly site, build, and operate wind farms. Our 
projects generate significant amounts of employment and economic 
activity, which I will cover in more detail shortly. 

I have been asked to address the impact of the clean energy pro- 
visions of the Recovery Act on our company; and the answer, in 
short, is the Recovery Act has been profoundly important to our 
ability to continue to grow and to make investments in renewable 
energy facilities. This has also resulted in approximately 1,000 jobs 
in 2009, and we expect a similar number in 2010. 

The convertible investment tax credit, or ITC, has had the most 
impact with the collapse of the credit markets in 2008. Sources of 
capital practically dried up overnight. As a relevant example, we 
lost a $140 million firm commitment from Lehman Brothers for a 
project that was under construction in New York. Then Lehman 
filed for bankruptcy, and the commitment was lost. At that point, 
all sources of capital were frozen; and an analysis by the American 
Wind Energy Association shows that in 2009 wind power develop- 
ment might drop as much as 50 percent from the 2008 levels. 

Fortunately, Congress and the Obama administration recognized 
the threat that this extraordinary economic turmoil presented to 
our industry and responded with urgency and effectiveness. Thanks 
in large part to the clean energy provisions of the Recovery Act, the 
U.S. wind industry broke all previous records by installing nearly 
10,000 megawatts in 2009, as the chairman noted in his opening 
comments. The Recovery Act provided the help we needed when we 
needed it. 
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During 2009, First Wind completed construction of wind facilities 
in Maine, New York, and Utah and began construction on another 
project in Maine. In partnership with our general contractors, RMT 
in Wisconsin, Mortenson Construction in Minnesota, and Reed & 
Reed in Maine, we created over 1,000 jobs during the construction 
of these facilities. And without the convertible tax credit program, 
the construction job creation and long-lasting economic impacts 
would not have happened. 

Using the Stetson projects and the ongoing expansion as an ex- 
ample, the combined facility represents a $220 million investment, 
with over 130 local named businesses providing goods and services 
during the development and construction phases, about 550 con- 
struction jobs in both phases. 

For another example, I draw your attention to the pamphlet that 
I have handed out which outlines the economic benefits of our 200 
megawatt Milford wind project in Utah. In this project, over 60 
local businesses participated, creating 250 jobs on site and sup- 
porting an additional 200 jobs in the region. 

Additionally, because of the Recovery Act, we have been aggres- 
sive in forging ahead with our business plans in 2010 and beyond. 
We plan to construct a second phase in Utah plus additional 
projects in Maine, Vermont, New York, and Hawaii, representing 
an additional 300 megawatts of power capacity and an incremental 
$650 million of new investment in this sector. 

The success of the program has importantly sent a strong signal 
to the capital markets and mobilized significant incremental cap- 
ital. In our case, the Recovery Act funding has spurred an addi- 
tional $695 million of our own equity and loans from banks. We ex- 
pect a similar impact on our 2010 plans. 

Wind power is a capital-intensive business; and, thus, the oppor- 
tunity to use Recovery Act funding to leverage significant private 
investment has been extraordinarily effective and important. 

Additionally, I want to let you know that last week Secretary 
Chu announced that one of our projects has received a conditional 
commitment from the DOE under the Innovative Loan Guarantee 
Program. The Kahuku project in Hawaii uses an innovative battery 
storage system to address some of the wind integration issues fac- 
ing the local utility. 

We encourage Congress to follow the leadership of Chairman 
Markey and others on this committee who are trying to foster a 
more stable and predictable investment and regulatory climate for 
renewable energy. In particular, we hope Congress will make it a 
priority to extend the convertible tax credits this year. Access to 
capital has improved, but it remains far short of pre-financial col- 
lapse conditions. 

Thank you for the opportunity to take part in this hearing. I look 
forward to answering your questions. 

[The statement of Mr. Gaynor follows:] 
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Testimony of 

Paul Gaynor, Chief Executive Officer, First Wind Holdings LLC., 
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The Select Committee on Energy Independence and Global Warming 
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on 

The Clean Energy Recovery: Creating Jobs, 

Building New Industries and Saving Money 
March 10, 2010 

Chairman Markey, Ranking Member Sensenbrenner, and members of the 
Committee, thank you for inviting me to testify today on the effectiveness of 
the clean energy provisions of the American Recovery and Reinvestment Act 
(Recovery Act) of 2009. 


My name is Paul Gaynor and I am the chief executive officer of First Wind. 


First Wind is a U.S. owned, independent wind energy company based in 
Massachusetts that is focused on the development, financing, construction, 
ownership, and operation of utility-scale wind energy projects in the United 
States. Today we provide some 478 megawatts (MW) of clean, renewable 
wind power capacity to U.S. consumers through six operating projects in 
Hawaii, Utah, New York, and Maine. Another 25.5 MW will be added 
shortly when construction is completed on another project in Maine. 

Today, we employ over 200 engineers, project managers, meteorologists, 
construction workers, project developers, financiers, accountants, land 
specialists, permitting specialists, and others across the country. These are 
new jobs for this new industry. We’ve grown significantly, as I was just 
employee number six when I took the CEO job nearly six years ago. We 
also rely very heavily on local experts - biologists, transmission experts, land 
specialists, lawyers, wetland scientists, and others — during the development. 
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engineering, and construction phases of our projects. Through these 
consultants, contractors, suppliers, and others we do business with. First Wind’s 
projects support a significant amount of employment and economic activity, 
which I will cover in more detail shortly. 


I have been asked to address the impact of the clean energy provisions of 
the Recovery Act. In short, the Recovery Act, and especially the Section 1 603 
convertible tax credits, has been profoundly important to our ability as a 
company to put steel in the ground, deliver renewable energy, and put 
people to work during 2009 and 201 0. From discussions with other wind 
developers and the American Wind Energy Association (AWEA), many others 
in the wind industry feel similarly. 


With the collapse of credit markets in 2008, sources of capital dried up 
practically overnight. First Wind had a firm binding commitment from 
Lehman Brothers to be the tax investor for our 1 25 MW Cohocton projects in 
New York State, which at the time was under construction. When the firm 
went bankrupt we lost our source of permanent capital and had a $140 
million hole in our funding plan. That was the beginning of the financial crisis 
for us — a direct hit on our business. From the fall of 2008 until spring of 
2009, all sources of capital were frozen. Projections from AWEA and the 
financial sector suggested that the 2009 tax equity market — which, as the 
means to monetize Section 45 Production Tax Credits, has historically been 
an essential source of funding for wind development - would have only a 
fraction of the capacity necessary to finance the wind projects companies like 
ours were planning to build. It was anticipated that the supply of tax equity 
deals in 2009 would only equal about 4,000 MW of new construction. In 
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fact, AWEA was concerned that in 2009 wind power development might 
drop by as much as 50 percent from 2008 levels. Many projects simply 
were not going to get financed and therefore not going to get built. This 
means people were going to lose jobs and the nation was going to lose 
momentum toward the goal of increased energy independence. 

Fortunately, Congress and the Obama administration recognized the threat 
that this extraordinary economic turmoil posed to our industry and responded 
with urgency and effectiveness. Thanks in large part to the clean energy 
provisions in the Recovery Act, the U.S. wind industry broke all previous 
records by installing nearly 10,000 MW during 2009, according to AWEA. 
The Recovery Act provided the help we needed, when we needed it. 


In particular, in order to immediately gain the employment, economic, 
energy, and environmental benefits of building renewable power facilities, 
the Section 1 603 convertible tax credit program was designed to provide a 
means of filling the gap in the tax equity market quickly and in a way that 
did not rely on the decimated financial sector. With the help of this program. 
First Wind has responded by getting projects financed and built, putting 
people to work, and generating clean, renewable wind power. 

During 2009, First Wind completed construction of wind facilities in Maine, 
New York, and Utah, and began construction on another in Maine that will be 
finished this month. All of these facilities employ turbines manufactured by 
U.S. companies GE and Clipper Windpower. In partnership with our general 
contractors - RMT of Madison, Wisconsin, Mortenson Construction of 
Minneapolis, Minnesota, and Reed & Reed of Woolwich, Maine — we created 
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over 1 000 jobs during construction of these facilities. In light of the credit 
market breakdown, without the convertible tax credit program available in 
2009 we would have fallen short of installing the over 400 MW of new wind 
capacity that these projects represent. 


First Wind was pleased to have been one of the first companies to benefit 
from the Section 1 603 program, when we received over $74 million in 
connection to two projects in Cohocton, New York, and more than $40 million 
for our Stetson Wind project in Maine. These funds allow us to build other 
projects that could have otherwise been significantly delayed. There is no 
better evidence of this than the fact that the 1 603 funds allowed us to invest 
in a 1 7 turbine expansion of the Stetson facility, which will be completed 
shortly. As I said at the groundbreaking, the project and the jobs it is 
creating would not be happening without the Recovery Act tax credits. 


And what is the extent of the economic benefits? Using the Stetson project 
and the ongoing expansion as an example, the combined facility will 
represent a $1 90 million investment, with over 1 30 Maine businesses 
providing goods and services during the development and construction 
phases, and approximately 350 construction jobs on the first phase and 200 
jobs on the expansion. The center of the economic benefits is Washington 
County, Maine, where the projects are located, which received a tax 
payment of $458,000 in 2009 in connection to the first phase of the project 
under the terms of a 20 year agreement. 


Our 204 MW Utah project, which was completed last fall and for which a 
Section 1 603 tax credit application is pending, has also provided extensive 
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firstwind 

CLEAN ENERGY, MADE HERE. 

economic benefits to a rural part of the country, as described in the attached 
pamphlet. Further, because of the Recovery Act, we’ve been aggressive in 
forging ahead with our business plan for 2010 and beyond, investing in 
project development, knowing that the Recovery Act will continue to play an 
important role in helping us fund these projects. Specifically, in 2010 we 
plan to construct a second phase of the Utah project, plus additional projects 
in New York, Hawaii, Vermont, and Maine, which would represent an 
addition of 294 MW of wind power capacity. 

Numbers tell only part of the story, however, as the positive impact is 
expressed best by the words of the people working for our contractors that 
are in the field building these projects. A construction laborer named Ross 
who has worked on our Maine projects told us, “Wind energy has helped me 
by keeping me working when there are no other jobs to speak of.” His 
coworker Ben said, “1 feel my job is secure and my wages are fine, and I'm 
no longer broke. Thank God for windmills — they have changed my life for 
the better. I look forward to building hundreds more.” A manager with an 
earthwork subcontractor described the benefits to his company: “Without 
wind power, we would be a significantly smaller company. Over the past 
four years, it’s provided about 25 percent of our volume.” 

Part of the success of the Section 1 603 program is due the speedy execution 
of reviewing, approving, and allocating the funding by the administration 
and federal agencies. The award announcement and funding came well in 
advance of the mandated 60 days, which sent strong signals to us that the 
administration is committed to renewable energy and the success of this 
program. Financial institutions have taken notice, too. Even in this dire credit 
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environment, we have successfully raised over $1 billion in private investment 
since January 2009. Our ability to do so was greatly enhanced by the 
Recovery Act clean energy provisions. The development of wind power is 
extremely capital intensive, and thus the opportunity to use Recovery Act 
funding to leverage significant private investment has been extraordinarily 
effective and important. 

The investment via the Recovery Act is sending a clear signal that the federal 
government is committed to growth within the U.S. renewable energy sector. 
We hope Congress will make it a priority to extend the convertible tax 
credits this year. Such action, along with a Renewable Electricity Standard 
(RES), would promote continued growth in wind and other renewables in this 
country. 

1 am grateful for the leadership of Chairman Markey and others on this select 
committee on the Recovery Act, renewable power issues generally, and of 
course, the Waxman-Markey bill. Many of us in the wind industry are in 
town this week encouraging the Senate to take up energy and climate 
legislation soon, with hopes that Congress can help foster a more stable and 
predictable investment and regulatory climate for renewable power prior to 
adjournment. Access to capital has improved, but it remains far short of pre- 
collapse conditions. On behalf of First Wind and others in the U.S. wind 
industry, we look forward to working with you to build on the success of the 
Recovery Act to develop long-term policies to promote renewable power 
development and manufacturing. 
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firstwind. 


I greatly appreciate the opportunity to take part in this hearing, and I look 
forward to answering your questions. Thank you. 
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The Chairman. Thank you, sir. 

Our next witness is Lisa Patt-McDaniel. She is the Director of 
the Ohio Department of Development, and she leads efforts to ac- 
celerate Ohio’s economic growth through development of high- 
growth industries. She oversees Ohio’s Recovery Act efficiency pro- 
grams, including weatherization. 

Welcome. 


STATEMENT OF LISA PATT-McDANIEL 

Ms. Patt-McDaniel. Thank you. Chairman Markey. I want to 
thank you for the opportunity to speak with you today on behalf 
of Governor Strickland and myself. 

The Ohio Department of Development is responsible for distrib- 
uting $512 million in stimulus funding through a variety of pro- 
grams ranging from homeless assistance to renewable energy de- 
ployment. Ohio’s nationally recognized home weatherization assist- 
ance program is administered by our Department’s Community De- 
velopment Division and specifically our Office of Community Serv- 
ices. We are providing assistance for citizens whose annual house- 
hold income is at or below 200 percent of the Federal poverty 
guidelines. 

The State’s weatherization budget from the Federal stimulus is 
$266 million. More than 32,000 housing units will be weatherized 
during the 3-year grant period and more families will get the help 
they sorely need and local businesses will see an increase in sales 
of materials, supplies, and trucks to carry out the larger program. 

Ohio’s process for utilizing weatherization resources effectively 
and expeditiously is one of the reasons I have the honor of speak- 
ing to you today. Ohio was recently recognized by the USDOE as 
leading the Nation in spending Recovery Act dollars to weatherize 
homes, with Ohio completing more than one in five of the projects 
reported nationally last year. 

Since July, 2009, our State has weatherized over 8,100 homes. 
Dwellings weatherized to date represent 103 percent of our 
planned production so far, meaning that we have weatherized an 
additional 204 additional units than originally planned. And, im- 
portantly, the additional support for our weatherization program 
has required the creation of another thousand jobs and retained 
1,500 jobs as of December of 2009. 

We believe there are several reasons why our State was able to 
ramp up and respond to the needs of our citizens so quickly. Just 
to highlight, we have an excellent weatherization network. We 
have a large list of eligible households that we had before the Re- 
covery Act was passed. We have an excellent Ohio weatherization 
training center. It is run by a corporation for Ohio, Appalachian 
Development; and we established three training hubs so we can 
train people to work in these jobs quickly. And, importantly, we in- 
structed our providers to go ahead and start weatherizing homes 
with these funds as of July 1st, knowing that we would have to 
make up our staff salaries and retroactively adjust them once the 
prevailing wage rates were issued by the Department of Energy. 

By reducing household energy expenditures, increasing energy 
efficiency, and increasing the safety of homes owned or occupied by 
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low-income Ohioans, we have a foundation to make our State a 
cleaner, more efficient place to live. 

There are several important programs that complement our ef- 
forts to create johs and promote energy efficiency, and these are 
through the State energy program, which received $96 million of 
Recovery assistance. We designed programs through that set of 
money to stimulate the economy through the retention and creation 
of jobs, saving energy, increasing generation from renewable energy 
projects, and reducing greenhouse gas emissions. 

I am going to briefly touch on the programs that we designed 
with that $96 million, but the programs were meant to support our 
aggressive renewable energy portfolio. It is the third most aggres- 
sive portfolio in the Nation, and we wanted to make sure that we 
created jobs with a focus of the expenditure of these programs. 

We set up a Deploying Renewable Energy in Ohio Initiative 
which is investing more than $42 million of those funds through re- 
newable deployment projects focusing on strengthening Ohio’s 
manufacturing industry, transforming waste to value by capital- 
izing on what would otherwise by considered waste by-products 
from Ohio’s agricultural and food production industries and turning 
it into a source of renewable energy. 

We took $8 million and allocated it to making efficiency work 
through grants to help fund greater energy efficiency projects. Our 
targeting industry efficiency program provides for $15 million in 
grants to manufacturing companies seeking to improve the sustain- 
ability of Ohio’s industry. The banking on new energy financing, 
which we also call the Ohio Energy Gateway Fund, is a private- 
public partnership which will expand access to capital to grow and 
sustain the fuel cell, solar, wind, and energy storage industries in 
Ohio; and, finally, setting the stage for Ohio’s Carbon Management 
Strategy Initiative, which is allocating $500,000 to organize an in- 
tegrated collaborative planning process to address energy policy. 

The announcement of the targeted industry efficiency portion of 
the State energy program will create an estimated 217 jobs across 
the States. 

In conclusion, I would just like to say that we are building on 
the foundation with the Recovery Act funds, and they have been 
very important to us in promoting Ohio’s economy. 

I thank the Chairman and the ranking member and the com- 
mittee members for having me speak today. 

[The statement of Ms. Patt-McDaniel follows:] 
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Chairman Ed Markey, Ranking Member James Sensenbrenner, Jr., and Committee 
Members, I am Lisa Patt-McDaniei, Director of the Ohio Department of 
Development. Thank you for the opportunity to speak with you today about Ohio’s 
successful implementation of federal and state programs to create an energy efficient 
Ohio economy. After providing a brief overview of the beneficial work underway in Ohio, 

I would be happy to engage in a dialogue with you and address any questions you may 
have. 

Before I speak directly to our efforts on energy, I'd like to explain what role the Ohio 
Department of Development plays in Ohio's economy. Our Department spearheads the 
state’s efforts to promote economic growth statewide. On a daily basis, we respond to 
the needs of companies seeking to locate or expand in the state; process requests for 
loans and grants; administer stimulus initiatives, such as Home Weatherization 
Assistance Program (HWAP) and State Energy Program (SEP); manage the Ohio Third 
Frontier to advance the technology sector; promote workforce training efforts; and 
address the needs of dislocated workers. 

These programs are part of a strategic framework focused on growing the income of 
Ohioans, creating and retaining jobs, and expanding productivity through innovation. 
One of the central tenants of our framework is to work with communities, people, and 
businesses to meet the considerable challenges facing our state and our nation. This 
downturn has challenged our Department - and all of you as elected officials - to renew 
our efforts to meet these challenges and focus on a better way to serve our citizens. 


CHANGES IN ENERGY 


Energy dependence, consumption, and production have become increasingly important 
to Ohio and the nation - especially in recent years. Energy consumption in the United 
States more than tripled from 1 949 to 2008 - from 31 .982 to 99.304 Quadrillion BTUs - 
and the need for renewable energy sources and to use energy efficiently has never been 
higher. In fact, Ohio alone accounts for more than $45 billion on energy spending every 
year and places the state fifth among all states in overall energy consumption. 
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OUR RESPONSE 


The Ohio Department of Development is responsible for distributing more than $512 
million in stimulus funding through a variety of programs ranging from homeless 
assistance to renewable energy deployment. Those investments are in addition to 
numerous state programs and initiatives which are focused on nearly every aspect of 
energy production and consumption, including weatherizing homes for lower-income 
citizens, assisting businesses with investments to become more energy efRcient, and 
supporting community projects to install technologies such as solar panels. The goal is 
to renew our efforts to meet the challenges facing our businesses, communities, and 
people. These ventures serve as economic elevators for Ohio businesses and 
households, and improve the quality and cost of living in Ohio communities. 


Home Weatherization Assistance Program (HWAP) 

Ohio’s nationally recognized Home Weatherization Assistance Program (HWAP) is 
administered by our Department's Community Development Division and its Office of 
Community Sen/ices, providing free assistance for citizens whose annual household 
income is at or below 200 percent of the federal poverty guidelines. 

The Department allocates funding based on an existing formula methodology, with funds 
directed to local community action agencies and other public and nonprofit entities that 
carry out the Home Weatherization Assistance Program across the state. Our 
Department utilizes a weatherization provider network, which consists of 58 separate 
entities. Since 1977, the state has successfully weatherized more than 304,000 
dwellings throughout the state through the program, resulting in a reduction of millions of 
pounds of gases. 

Our Office of Community Services is collaborating with the U.S. Department of Energy 
on the expanded Home Weatherization Assistance Program to benefit low-income 
Ohioans. The state's weatherization budget from the federal stimulus is more than $266 
million. More than 32,000 housing units will be weatherized during the three-year grant 
period. More families will get the help they sorely need and local businesses will see an 
increase in sales of materials, supplies, and tnjcks to carry out the larger program. 

Ohio’s process for utilizing weatherization resources effectively and expeditiously is one 
of the reasons I have the honor of joining you today. Ohio was recently recognized by 
the U.S. Department of Energy as leading the nation in spending American Recovery 
and Reinvestment Act funds to weatherize homes, with Ohio completing more than one 
in five of the projects reported nationally last year. 

Since July 2009, our state has weatherized 8,145 homes, resulting in a return of $1 .67 
for every dollar invested through the program. Dwellings weatherized to date represent 
103 percent of our planned production; so far, Ohio has weatherized 204 additional units 
than originally planned. 


2 



34 


We believe fliere are several reasons virtiy our state was able to ramp up and respond to 
the needs of our citizens so quickly: 

• An increase in weatherization funding in 2008 enabled agencies to purchase 
additional equipment prior to the passage of the American Recovery and 
Reinvestment Act. 

• An existing, well-established network of weatherization providers was a critical 
component. The Office of Community Services allocated the Recovery Act Home 
Weatherization Assistance Program funds to the existing network on a formula 
basis to ensure ttiat the entire state would receive program services. 

• Many of the weatherization providers had lists of eligible households to be 
weatherized prior to receiving funding. 

• The Ohio Weatherization Training Center, a well-established training facility 
operated by the Corporation for Ohio Appalachian Development, enabled new 
staff to be immediately trained. Also, the training curriculum was streamlined to 
quickly train and certify staff. Three training hubs were opened in addition to the 
main training center in Athens, Ohio to enable training without travel. 

• The Office of Community Services noted early on that there were insufficient 
local inspectors available to review completed housing units. Working with the 
training center, plans were implemented to increase the number of inspectors 
hired and trained. 

• The Office of Community Services provided a 1 0 percent advance of the 
individual grant amounts to weatherization providers, enabling agencies to 
purchase additional equipment such as vehicles and weatherization supplies. 

• Finally, the Office of Community Services instructed providers to begin 
weatherizing houses on July 1, with weatherization staff salaries to be 
retroactively adjusted once prevailing wage rates were issued by the U.S. 
Department of Energy. 

Every weatherization investment aides Ohio's ability to promote economic development 
while making the client's home safe, comfortable, and more affordable to operate. Plus, 
a more energy efficient home cuts costs for homeowners and frees those dollars for 
spending on other goods and services. The market value of homes weatherized 
increases, resulting in immediate and long-term benefits for homeovmers and their 
neighbors. This, in turn, raises the integrity of neighborhoods, which indirectly impacts 
ttie longevity and type of businesses in the area - promoting local economic growth. 

By reducing household energy expenditures, increasing energy efficiency, and improving 
die safety of homes owned or occupied by low-income Ohioans, we have a foundation to 
make our state a cleaner, more efficient place to live. 


State Energy Program (SEP) 

There are several important programs that complement our efforts to create jobs and 
promote energy efficiency through the Home Weatherization Assistance Program. The 
State Energy Program (SEP) is a $96 million prc^ram designed to stimulate the 
economy through the retention and creation of jobs, saving energy, increasing 
generation from renewable energy, and reducing greenhouse gas emissions. The 
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program is a collaboration between the Ohio Department of Development and ttie Ohio 
Air Quality Development Authority, \mth input from additional state agencies. The State 
Energy Program is broken down into the five subprograms outlined below. 


• The Deptoying Renewable Energy in Ohio initiative invests more than $42 million 
of State Energy Program funding through renewable deployment projects, 
focusing on strengthening Ohio’s manufacturing industry; transforming waste to 
value by capitalizing on what would otherwise be considered waste byproducts 
from Ohio’s agricultural and food production industries and turning it into a 
source of renewable energy; and furthering important efforts in advancing 
biofuels. The overall goal of this initiative is to further Ohio’s important 
manufacturing and agriculture economic bases by deploying flagship projects 
that help drive demand for these important industries, 

• The Making Efficiency Work portion allocates $8 million to fund grants to help 
promote greater energy efficiency. Through this initiative, Ohio will build 
partnerships with the building and contractor industries, conduct pilots of above- 
code new commercial and residential construction, and incentivize the 
participation of entrepreneurial and minority-based enterprises. The initiative will 
reduce energy waste in existing buildings and new construction by using such 
techniques as equipment retrofits, and green building techniques and 
technologies. 

• Our Targeting Industry Efficiency program provides for $1 5 million in grants to 
manufacturing companies seeking to improve the sustainability of Ohio indusffy. 
This initiative will improve the sustainability of Ohio's manufacturing industry by 
reducing greenhouse gases and other criteria pollutant emissions in non- 
attainment areas, building expertise and awareness in industrial carbon 
management projects, and assessing the economics of carbon reduction 
activities in the industrial sector. 

• The Banking on New Energy Financing [Ohio Energy Gateway Fund) is a public- 
private partnership that will expand access to capital to grow and sustain ffie fuel 
cell, solar, wind, and energy storage industries in Ohio. The fund includes a $30 
million commitment of funds from the State Energy Program and $10 million from 
the Ohio Bipartisan Job Stimulus Plan, and requires a minimum of one-to-one 
match by the private finance markets. The goal of the Ohio Energy Gateway 
Fund is to drive job creation and growth in both the primary and supplier network 
of Ohio’s advanced energy sector. 

• Finally, the Setting the Stage for Ohio's Carbon Management Strategy initiative 
allocates $500,000 to organize an integrated collaborative planning process to 
address energy policy related to energy diversity, sustainability, and innovative 
policies. This initiative will help secure a reliable energy future and is being led by 
the Governor's Energy Advisor. Specifically, this initiative will develop an energy 
strategy for the next five to 10 years that will assess the opportunities and risks 
for Ohio's economy around key energy issues including carbon policy and market 
options, it will cover the following activities: climate change {banning, energy use 
and modeling, and policy and energy legislation. 
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On November 30. 2009, we announced our first set of awards, which will distribute more 
than $13 million to wind and solar deptoyment projects and help Ohio become more 
energy independent through renewable resources. Last month, we announced a second 
set of awards, with more than $11.8 million in industry efficiency grant awards funded 
through the State Energy Program. Over the next few months, ttie Department will be 
awarding the remaining funds, catalyzing new investment and job creation in the energy 
sector. 


Energy Efficiency Conservation Block Grant 

The final program 1 would like to highlight is the Energy Efficiency Conservation Block 
Grant. The State of Ohio's total allocation of $84 million through the program is divided 
into two parts. A total of $25 million is available as a direct allocation to the state, while 
the remaining $59 million is a direct allocation from the U.S. Department of Energy to 
Ohio’s 10 largest counties and 33 largest cities that were required to file an energy 
strategy proposal with the federal government in mid-August. 

Regarding the State of Ohio's direct allocation, in October, our Ohio Energy Resources 
Division began accepting applications for $15 million in funding available through Ohio’s 
Energy Efficiency and Conservation Block Grant program for eligible non-entitlement 
county and city governments. Projects that are specifically part of the program involve 
those that will lower fossil fuel emissions, reduce energy usage, and create jobs. This 
program is designed specifically for local county and city governments that did not 
receive direct allocation from the federal government. 

Project activities include energy efficiency retrofits and installation of distributed energy 
technologies in the residential, commercial, industrial, government, or academic sectors; 
higher efficient lighting for traffic signals and street lights; reduction and capture of 
methane or greenhouse gases; and installation of renewable energy technologies on 
government buildings. Awards will be selected through a competitive process in the 
coming months. 


JOB CREATION 

Each one of the programs that the Ohio Department of Development administers and 
utilizes is designed to promote economic growth and ultimately, create and retain jobs. 
With national and state unemployment hovering around 10-1 1 percent, jobs continue to 
be at the forefront of every citizen’s mind and a focus of economic development leaders. 

Utilizing grants, loans, and tax incentives, our Department works to invest in projects that 
create and retain jobs for our citizens over the near and long term. Not all programs work 
in the same way, wth some creating jobs immediately in our communities and others 
creating jobs over an extended period of time. 

For example, the announcement of the Targeting Industry Efficiency portion of the State 
Energy Program will create an estimated 217 jobs across the state. Kovatch Castings, 
Inc., a family-owned metal castings company in Summit County (Northeast Ohio), was 
awarded $1 million to replace three inefficient ovens with two energy-efficient gas ovens 
at their foundry, which would reduce gas use by 47 percent and create 45 new jobs. 

Jobs will be created over the near term because the installation of the new ovens will 
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require the company to expand its plant, creating immediate construction jobs. In the 
long term, the addition vwll increase capacity at the facility, leading to an increase in 
production, an increase in sales, and eventually, the need for more workers to meet that 
growing demand. 

The impact of these investments can also be much bigger, fostering the growth of an 
entire industry. Programs like those in the energy fields create both immediate jobs and 
set in motion a chain of events leading to industry-wide job growth for many years. The 
need for a workforce trained in energy efficient technologies and workers with 
specialized skills to install these technologies is growing, leading to thousands of jobs 
over the span of several years. 

Weatherizing homes in local communities, for example, creates a demand for 
technicians and workers trained in installing specialized products, leading to an increase 
in jobs directly. We’ll need workers to fill these positions as the industry grows, leading to 
an increase in educational programs at local colleges, universities, and technical 
centers. The increase in technicians then fuels a demand for research and development 
of more efficient, more effective technologies, leading to more jobs in research fields. 

This kind of drive for innovation and creation of knowledgeable workers has consistently 
been cited by company executives as a major factor in their decisions to expand or 
relocate to a particular state. The investments we are making today - particularly in the 
energy fields - are the types of investments needed to create jobs not just for today’s 
workers, but also future generations. 

The additional support for Ohio’s Home Weatherization Assistance Program, for 
example, has successfully created 1 ,000 jobs and retained nearly 1 ,500 direct jobs as of 
December 31 , 2009 - representing the type of investment needed to create good-paying 
jobs for our citizens. But in addition to these jobs, businesses across Ohio are bringing 
back employees or creating new positions to keep up with the demand created by the 
influx of Recovery Act dollars. As a result of the increase in insulation equipment orders 
from around the country, Ohio-based Krendl had to expand its workforce by 30 percent. 
One of Krendl’s distributors, Applied Energy Products, Inc., increased its staff by almost 
60 percent and small local businesses, such as Wayne Heating Air Conditioning & 
Plumbing, are hiring additional help to keep up with the work the company does for a 
number of the community action programs in Ohio. 

Our state is also using the Recovery Act funding to expand training through the Ohio 
Weatherization Training Center {OWTC), which is operated by the Corporation for Ohio 
Appalachian Development (COAD). The Center’s mission is to train all field staff in state- 
of-the-art techniques to identify cost-effective energy efficiency measures that will safely 
reduce the energy burden in all types of building structures. 

The Center opened four regional training hubs In addition to the main site in Athens, 
Ohio, During the summer of 2009, the Ohio Weatherization T raining Center trained 
almost 600 students - compared to previous years when it took the entire year to reach 
that many students. The Center will continue to train as many students as possible to 
keep up with the need for skilled weatherization crews, auditors, and inspectors. 
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Altogether, these programs exemplify ttie type of investments needed to grow not only 
promote industry-wide growth, but also create and retain jobs. The goal is to make 
investments that not only help our citizens today, but also build a foundation for success 
for future generations. 


CONCLUSION 


The national and state economies demand both a rapid response and a strategic 
framework for future success. Our communities and our neighbors are looking to the 
Ohio Department of Development and the state to create opportunity more than ever - in 
many cases, with fewer resources. The Department has responded to these needs 
strategically, working on projects that capitalize on Ohio’s strengths, focus on areas of 
future economic growth, and promote a better way of life for our citizens. 

Witti the Ohio Department of Development’s Strategic Plan as the foundation, we are 
working with our partners across the state and at the federal level to adapt to the 
changes in our economy with speed, ingenuity, and a long-term vision for economic 
growth. Not only have we tightened our belts to “live within our means," our Department 
is continually utilizing funding from the American Recovery and Reinvestment Act and 
state programs to “invest in what matters.” We look forward to continuing to address 
these challenges with the support of the Congress to promote business growth, enhance 
our communities, and improve the quality of life for Ohio citizens at every economic 
level. 

Chairman Ed Markey, Ranking Member James Sensenbrenner, Jr., and Committee 
Members, I appreciate this opportunity to speak to you about the Department of 
Development’s efforts and I would be happy to answer any questions. 
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The Chairman. Thank you. 

Our next witness is Brian Ashley. He is the chief Marketing Offi- 
cer of the solar company Suniva and has most recently led Suniva’s 
emergence into the Indian and European solar photovoltaic mar- 
kets. 


STATEMENT OF BRYAN ASHLEY 

Mr. Ashley. Thank you very much. I am very proud and honored 
to be here before the committee today. 

Suniva is a great American jobs and export success story. We 
manufacture some of the world’s most efficient and highest power 
silicon solar cells and modules, and we use low-cost and manufac- 
turing techniques to do so. Therefore, we can beat the Chinese at 
their own game. 

In fact, this is what we make in Norcross, Georgia. It is about 
4.3 watts when the sun shines on it; and, Mr. Chairman, I will be 
happy to give this to you. You can tape it on the module that you 
have in your office and modernize it a little bit. 

Suniva was spun out of the Department of Energy funded Uni- 
versity Center for Excellence in Photovoltaics at Georgia Tech Uni- 
versity with a deep patent portfolio of American patents and tech- 
nology and access to one of the best solar labs in the world for our 
research and development. It is a great example of governmental- 
funded research helping create U.S. industry leadership and 150 
new jobs since 2007 when we were founded. Very good, well-paying 
jobs, I might add. 

We currently have a hundred megawatts of capacity in our plant 
in Atlanta, and we do produce the highest efficiency at low cost 
solar cells in the world. We produce 18 percent efficiency cells 
today. Most of our competitors are at about 16.8 percent. And that 
efficiency, of course, represents the amount of sunlight actually 
converted to electricity. 

We expanded in 2009. We added 80 new direct jobs, provided 
over 200 indirect jobs, and spent $19 million on new equipment for 
our lines. We received 48C credits of $5.7 million for that invest- 
ment, and we thank you very much. This was very important to 
the expansion and being able to add these jobs sooner than we 
would have been able to. 

Domestic demand has also been stimulated for solar thanks to 
the Treasury’s 1603 provisions which gave us the additional con- 
fidence to move up the expansion dates earlier than planned, as 
well as for our plant, too, which I will mention in a minute. And 
the demand there is turning into real business here in the United 
States. We currently employ many former auto workers and man- 
agers from shuttered GM and Eord plants in the Atlanta metro 
area; and 24 percent of our workforce are veterans, mostly from the 
Iraq war. 

We exported 90 percent of our 2009 production. We are beating 
the Chinese. I exported to India, China, South Africa, even to Tai- 
wan. 

The first grid-connected solar farm in India in the state of West 
Bengal is powered by Suniva cells manufactured by workers in 
Norcross, Georgia, instead of Shanghai. 
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Currently, the second largest solar farm in India in Karnataka 
state, which Prime Minister Singh will dedicate this month him- 
self, is also powered by American technology made in Norcross, 
Georgia. 

The roof of the new sports stadium in New Delhi, which will be 
home to the commonwealth games, has 1.1 megawatts of Suniva 
cells. 

We have power fields in Germany, Italy, and France powered by 
Suniva; and the list is growing. 

We plan to export at least 85 percent of our production this year, 
which is greatly expanded from last year — if we can expand quick 
enough. 

Our problem is we are sold out. We have had to turn away new 
export customers since last December, unfortunately, including an- 
other Chinese company that wants to buy my products. We have 
had to impose limits on the allocations to our current customers. 

I was in India three weeks ago on a U.S. Commerce Department 
Trade mission and had to turn business away. I am sad to say that 
Chinese and Taiwanese workers will benefit from that and get that 
business rather than more U.S. workers. 

The Chinese and Taiwanese are very, very serious about owning 
the solar PV value chain which we in this country have neglected 
far too long; And they will own it like they own many other manu- 
facturing industries if we don’t continue to do what you started to 
do in the last year to help support us. 

There are many high, very large, well-funded Asian businesses 
that are trying very hard to do what we do. Right now, we are the 
only ones who do what we do with our technology, but they will 
catch up with us. They will figure it out. And we have got to stay 
ahead of them. But we have also got to spend money on expanding 
and creating new jobs to meet that customer demand. It is a big 
tradeoff, and right now it is hard to borrow money still. It is damn 
hard to borrow money still, I am sorry to say. 

We are currently building out a 30,000 square foot physical ex- 
tension to our facility in Atlanta right now, adding a new 70-mega- 
watt line. That is 50 new direct jobs we are hiring right now and 
200 indirect jobs in construction. An extension of extra funding in 
48(c) like the President has asked for will help us a lot, especially 
if it is refundable quickly so we can turn it into cash. We would 
immediately apply if that were to happen. Reasonable financing is 
very hard to get. 

We are planning our second plant, a 400 megawatt initial capac- 
ity plant in Saginaw, Michigan, 500 direct jobs, 21,000 indirect jobs 
according to Michigan Economic Development. It will go to a 
gigawatt eventually. We are awaiting word right now from the 
DOE on a loan guarantee so we can break ground and start this. 
Again, if 48C were expanded and refundable, like 1603, we would 
put in an application ASAP for that equipment. 

Other areas where you could help create more clean tech jobs are 
in RPS and certainly in national feed and tariff would be extremely 
helpful. 

We are competing against the Chinese. We need U.S.-based solar 
industries as a matter of national security, I believe. I invite all of 
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you to come to Atlanta, see our facility and see the jobs. See the 
former auto workers and the veterans working there. It is real. 
Thank you. 

[The statement of Mr. Ashley follows:] 
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Thank you Chairman Markey, Ranking Member Sensenbrennet, and Members of the 
Committee. I am Bryan Ashley, Chief Marketing Officer for Suniva, Inc., a leading solar PV 
manufacturer that is renewing American solar energy leadership by manufacturing high- 
efficiency monocrystalline silicon solar cells and high-power solar modules using low-cost 
techniques. Our goal is to make solar-generated electricity cost-competitive with fossil fuels 
by developing products that arc both highly efficient and affordable. 

Suniva was founded in 2007 by Dr. Ajeet Rohatji, who, in 1992, also founded the University 
Center for Excellence in Photovoltaics (UCEP) at the Georgia Institute of Technology in 
Atlanta, Georgia. UCEP, one of the most respected solar research institutes in the world and 
funded by the U.S. Department of Energy, was estabbshed to improve the fundamental 
understanding of advanced PV products, and to give the United States a competitive 
advantage by providing guidelines to the industry and the Department of Energy for 
achieving cost-effective and high-efficiency photovoltaic devices. 

As a spin off of UCEP, Surtiva was well positioned for success by having a deep patent 
portfolio and access to one of the best labs in the world for our research. We are an 
outstanding example of how public/private partnerships can create world-class technology 
and American jobs. 
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Suniva and our leadership team have been widely recognized for our technological 
achievements and job creation. 

Dr. Rohatji has received the Excelkme in ^newabk Energ/ Atpard for leadership in Retietrabk 
Enet^ and was also honored by the Environmental Protection Agency with a Climate 
Protection Award. He was also selected by the Aspen Institute’s 2009 Energy and 
Environment Awards as one of five finalists in the Individual Thought leadership category, and 
received the lEE Cheny Awards the Distinguished Professor Award from the Georgia Institute of 
Technology, and the Kappaport Award from the National Renewable Energy Laboratory. 

Suniva was recognized by the Technology Association of Georgia as one of the Top 10 
Innovative Georgia Technolo^ Companies and of the Top 10 Companies most Ukely to Create Jobs. We 
also received the American Solar Energy Society’s Hoyt Clark Mattel Award, the AlwaysOn 
GoingGreen East SO Award, and was recognized by Tech Journal South as a 2009 Tech SO 
Corrtpany. 

Just last week, Suniva was selected by the Wall Street Journal as number two on The Next Big 
Thing: The Top 10 Clean Technoloff Companies. 

With mote than thirty years of experience in PV research, Dr. Rohatji, who serves as Chief 
Technology Officer at Suniva, is recognized as one of the world’s leading solar scientists, 
holding 15 world records for cell efficiency and numerous honors and recognitions. 

We believe that our company motto - “American Innovation, American Quality, American 
Jobs” - speaks volumes about who we are as a company: 

Growing from just 2 employees in 2007, we have to date created 1 50 direct jobs, and many 
more indirect jobs. In 2009, we expanded out facility, which has lOOMW of capacity, by 
opening a second manufacturing line and creating 60 new jobs and spending |19 million on 
new equipment, for which we received $5.7 million in tax credits under the Recovery Act’s 
48C tax credit. Support from the federal government, in the form of the 48C tax credit, 
enabled us to add those jobs much sooner than we otherwise would be able to do. 
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We plan to open a third production line in Georgia in Spring 2010, and also recently 
announced a new manufacturing facility in Saginaw County, Michigan, which has extremely 
high rates of unemployment, that will eventually employ 500 people. The State of Michigan 
Economic Development Corporation estimates diat, when you include the indirect jobs 
associated with this new facility, the total number of new jobs created in Saginaw County will 
reach 2,100. I should note that this new facility in Michigan is contingent upon Suniva 
receiving a DOE loan guarantee for which we have already applied. 

We are particularly proud of the demographics of our workforce, with 24% being military 
veterans and others coming to us from the automotive industry as highly skilled employees 
who had lost their jobs when the local GM and Ford plants closed. 

With this expanding and highly skilled workforce, Suniva is producing world-class 
technology, including record-setting 20%+ efficiencies for low-cost silicon cells in the lab, 
and the world’s highest commercially available cell efficiency in full-scale production, 
currently at 18.2%+. Suniva is the only high-efficiency silicon exporter in America, with 
exports of more than 90% of 2009 production to Asia, Europe and South Africa. Nation’s 
importing our product include China, India, France, Germany, Spain and Taiwan. 

The first grid-connected solar farm in India, in the state of West Bengal, is powered by 
Suniva cells manufacmred in Norcross, Georgia. The second, and currently largest, grid- 
connected solar farm in India, in the state of Karnataka, is also powered by American-made 
cells from Suniva and will be dedicated by Prime Minister Singh later this month. The roof 
of the new sports stadium in New Delhi, India, soon to be dedicated for the Commonwealth 
Games, supports more than 1.1 MW of Suniva’s Amencan-made solar PV cells. The list of 
international solar fields powered by American-made Suniva cells is growing and includes 
fields in Italy, Germany, France and South Africa. To support this ongoing work, we plan to 
export 80% of our 2010 production, but in order to do so will need to increase our 
expansion. 

While others may struggle in the worldwide marketplace, Suniva is already sold out through 
mid-201 1 and has had to turn away new export customers, including a Chinese company. 
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and has had to impose limits on the allocations to our current customers. On a recent solar 
trade mission to India, sponsored by the U.S. Department of Commerce, I had to turn away 
business and am sad to say that Chinese and Taiwanese workers will benefit from that new 
business their companies will gain. As you are no doubt aware, the Chinese and Taiwanese 
are extremely serious about being the leaders of the solar PV value chain and market, and 
not just the “screwdriver” technology part of the value chain. They have designs on the 
upstream “high value add, high science” part of the chain — which is where Suniva is finding 
such great success. While we are currently the only company that can do what we do, not 
only in the United States, but in the world, there are many very large and well-funded Asian 
businesses who are working very hard to achieve our level of proficiency. They will get there 
one day, but Suniva intends to stay ahead with investment in our research and bringing our 
product from “lab to line” in record time. In fact, we have a new generation product line 
reaching 1 9% efficiency that will become available this year. To continue our role as a solar 
leader, we will need to spend money on technology and research, and also on expansion in a 
very tough credit market environment. Recovery Act programs have played a key role in our 
success, and we are hopeful that the Congress will extend or expand on these programs. 

All of this brings me to Suniva’s plans for the future and how the federal government can 
help companies like outs. 

Suniva will expand with an additional 70MW line the second quarter of this year and is 
already building out a 30,000 square foot physical extension of our facility today. An 
extension or additional funding for 48C would be a tremendous help. With reasonable 
financing remaining difficult to find, we would very quickly reapply for 48C, especially if it 
were refundable. 

As I indicated earlier, we plan to open our second manufacturing facility, in Michigan, in 
2011. Eventually this new plant could grow to IGW. While we are awaiting a final decision 
on our DOE loan guarantee application for this project to become reality, if the 48C tax 
credit were expanded we would certainly submit an application. 
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Other areas where the Congress could be helpful to the clean tech sector, would be in the 
creation of a national Renewable Energy Standard or Renewable Portfolio Standard, and a 
national feed-in tariff, 

Suniva has industry leading technology that is developed and manufactured in the United 
States by American workers. This technology is beating foreign competition and being 
exported around the world, creating well-paying clean tech jobs at home and reviving 
America’s leadership role in solar PV. The Recovery Act has directly helped us expand our 
manufacturing facilities with the 48C tax credit, and indirectly through the Treasury 
Department’s 1603 Program for Payments for Specified Energy Properties in Lieu of Tax 
Credits, which has helped to grow our customer base. 

Increased awareness of the benefits of renewable energy sources like solar, and federal 
support from the Recovery Act, have helped to stimulate a strong domestic demand for our 
products, while enabling us to have a vigorous export business to countries around the 
globe, who are now relying on American-made products to meet their energy needs. I urge 
the Congress to and the Committee to continue and expand on these efforts, which ate 
demonstrative of a strong commitment to American leadership in clean technology. 

Finally, I would invite the members of the Committee to come down to Georgia where you 
will see a world-class facility and American workers earning a good wage in new clean-tech 
jobs. 
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The Chairman. Our final witness today is Mr. Brian M. Johnson. 
He is the Federal Affairs Manager for Americans for Tax Reform 
and is the Executive Director of the Alliance for Worker Freedom. 

Welcome, sir. Whenever you are ready, please begin. 

STATEMENT OF BRIAN M. JOHNSON 

Mr. Johnson. Good morning. Chairman Markey, Ranking Mem- 
ber Sensenbrenner. I appreciate the opportunity to appear before 
you today to discuss the effects of the Recovery Act on our economy 
with respect to green job creation. 

Government spending of this magnitude cannot stimulate our 
economy. Every dollar spent attempting to force the market toward 
a specific sector is subject to taxation and must be first borrowed 
out of our economy. The result is a redistribution of existing pur- 
chasing power, rather than the creation of new purchasing power. 
This spending creates less economic activity than if the money had 
been left with private-sector investors. 

The goal was to create 3.6 million jobs, according to the adminis- 
tration’s own estimates. Since signed into law, we have lost 3.3 mil- 
lion jobs. According to Recovery.gov, there were 440 non-existing 
conm-essional districts that saved or created false jobs to the tune 
of $^225,000 per job. Any potential impact the recovery package 
brought to the economy was virtually negated by the application of 
a 1931 market-distorting wage law known as the Davis-Bacon Act. 
Investigators from the Office of Inspector General found that, 
quote, one or more errors existed in 100 percent of the wage re- 
ports they reviewed. 

The Davis-Bacon Act inflates wages on average by 22 percent na- 
tionwide and construction costs by almost 10 percent. Application 
of this wage law added $17 billion to the Recovery Act and is im- 
peding efficient implementation of the weatherization program na- 
tionwide. Mismanagement of the Recovery Act not only encom- 
passes wasting money in the United States, but much of the money 
spent actually creates jobs overseas. Eighty percent of the first 
$1 billion spent on grants to wind energy companies went to for- 
eign firms. In the second round of government grants, 79 percent 
of the $2.1 billion went to wind energy companies based overseas. 

The renewable energy policy project estimates that for 1 mega- 
watt of wind energy that is developed, 4.3 jobs are created. The 
1,219 turbines built by foreign-owned manufacturers have potential 
capacity of 2,280 megawatts. Using their estimate, the installation 
of these turbines may have created as many as 6,838 manufac- 
turing jobs overseas. 

Domestically, the market-altering subsidization has the same 
economic effects. The Mohave Desert solar power project received 
$1.4 billion from the Recovery Act. Construction of that facility re- 
quired a thousand workers but only 86 permanent employees to 
run the plant. That is $16 million in taxpayer subsidies per perma- 
nent job. 

In Florida, the DeSoto solar center was to be the, quote, largest 
solar power plant in the U.S., according to President Obama. The 
center received $150 million from the Recovery Act. After using 400 
construction workers to build the site, the solar center now only 
employs two people. 
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The single largest wind grant under the program reported by the 
Department of Energy on December 29th was $178 million for the 
Texas gulf wind farm in Sarita, Texas. All 118 turbines erected on 
the farm were built by Mitsubishi, a Japanese firm that does not 
build wind components in the United States. 

Perhaps the most evident use of mismanagement and inherent 
inefficiencies lie in the failed weatherization program. While some 
States have experienced success, national results have been dismal. 
The Recovery Act provided $5 billion to weatherize 593,000 homes. 
ABC News reports that less than 10,000 homes have been weather- 
ized nationwide, while the Department of Energy claims 22,000 
homes have been impacted, which is still less than 4 percent of the 
targeted goal. 

So far, the Inspector General found the jobs impact has, quote, 
not materialized and the application of the costly Davis-Bacon re- 
quirement costs $57,000 per home weatherized nationwide on a na- 
tional average. 

A State-by-State look exposes the localized impact of this flawed 
national program. New York has $394 million available to weath- 
erize 45,400 units but only did 280. Alaska, Rhode Island, Wyo- 
ming, and Washington, D.C., were given over $50 million combined 
to weatherize homes. To date, zero homes have been impacted. 

The biggest expenditure in the stimulus weatherization program 
is $270 million. Not one penny of that went to actual home weath- 
erization but was given to the Department of Energy to administer 
grants. 

The Recovery Act was supposed to be timely, effective, and show 
immediate results. The realization is that using the invisible hand 
of the government to artificially tilt the economy will never be sus- 
tainable. Responsible solutions should remove barriers for private 
investment and should incorporate an all-of-the-above energy ap- 
proach using a diverse blend of sources without raising taxes or in- 
creasing the regulatory burden. 

Thank you again for the opportunity to speak today, and I look 
forward to answering any questions. 

[The statement of Mr. Johnson follows:] 
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Good morning Chairman Markey, Ranking Member Sensenbrenner and Members of the 
Select Committee. I am Brian Johnson and I serve as Federal Affairs Manger handling 
energy and environmental tax and regulatory policy at Americans for Tax Reform. I 
appreciate the opportunity to appear before the Select Committee to discuss the effects of 
the Recovery Act on our economy with respect to non-traditional green job creation. 

The Recover)' Act and the growth of the renewable energy sector and green jobs are 
mutually exclusive. The $787 billion stimulus package signed into law on February 17, 2009, 
ended up costing $862 billion as reported by the Congressional Budget Office in January. It 
is important to understand that government spending of this magnitude cannot stimulate our 
economy. Every' dollar the government spends attempting to force the market toward a 
specific sector is subject to taxation and must first be borrowed out of the economy. The 
result is a redistribution of existing purchasing power rather than the creation of new 
purchasing power. This spending unintentionally creates less economic activity than if the 
money had been left with capable private sector investors. Rather than using the hand of the 
government to tilt the playing field by forcing public investment in alternative energy 
projects, the removal of barriers to private investment would allow for more profitable and 
sustainable natural investment into these fields. 

By pushing for government subsidies, which differ from targeted tax cuts, the environmental 
movement and so-called “green stimulus” is by definition anti-economic growth. Many 
environmental organizations and individuals admit that reducing economic growth in the 
United States leads to lower emissions. President Obama’s choice for chief science advisor 
even admitted a “massive campaign must be launched to restore a high-quality environment 
in North America and to de-develop the United States.” This is not to suggest that the 
individuals here today support such notions, however it is important to note that the 
concept of a “green stimulus” is a contradiction in terms. 

The goal of the stimulus package was to create 3.6 million jobs according to the 
Administration’s own estimates. Since signed into law, we have lost 3.3 million jobs. The 
federal civilian workforce did manage to add 67,000 jobs, costing taxpayers $271 billion. Not 
only were jobs not created in real districts, according to Recovery.gov there were 440 non- 
existing Congressional districts that saved or created jobs to the tune of $225,000 per job. 
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With numbers like this it is no wonder only 6 percent of Americans think the stimulus 
package actually saved or created real jobs. 

Additionally, any potential impact the recovery package brought to the economy was 
virtually negated by the mandated application of a market distorting law known as the Davis- 
Bacon Act. This Depression-era wage subsidy was enacted in 1931, when the federal 
government was the largest construction contractor, to prevent the government’s own 
purchasing power from driving down wages. This is no longer the case and it now serves as 
an artificial inflator for union wages. 

This wage determination is not a statistically random sample like the Bureau of Labor 
Statistics’ unemployment or wage surveys and as such is extremely flawed and produces 
market distorting wage effects. Investigators from the Office of the Inspector General found 
that “one or more errors existed in 100 percent of the wage reports they review'ed.” The 
Davis-Bacon Act artificially inflates wages, on average, by 22 percent nationwide and 
construction costs by almost 10 percent. Application of this wage law added $17 billion to 
the Recovery Act in unnecessary inflated project costs and is impeding efficient 
implementation of the weatherization program. 

A diverse national energy portfolio is crucial to economic health and stability. Such diversity, 
if economically sound, will occur naturally in the market without federal subsidies. Efforts by 
the government to pick winners and losers in the energy market almost always end up 
distorting the market. Green jobs will not reduce unemployment if they require significant 
government assistance. For example, wind and solar generated electricity currendy enjoys 
subsidies almost 50 times higher per unit of energy output than traditional coal, and 100 
times higher than namral gas. These subsidies take resources and jobs from other sectors of 
the economy. 

The Institute for Energy Research has released a study about the “Green Jobs” program in 
Germany, and found that not only are these jobs cosdy, they are also unsustainable. 
Government subsidies for the solar industry have had a net cost since the year 2000 of $73 
billion and wind subsidies have cost $28 billion. When compared to the US economy, which 
is five times the size of Germany’s, we can see that it would cost us approximately half a 
trillion dollars. The government must pay an estimated $240,000 for every solar employee. 
As soon as the government decides to cancel the dedicated stream of funding from which 
these jobs are derived, the jobs themselves vanish. In Spain, government subsidies for the 
wind and solar industry prevent 2.2 such jobs from being created in the private sector. 

The scope of mismanagement of the Recovery Act not only encompasses wasted money in 
the United States, but much of the taxpayer money spent commanding the market toward 
green industries actually creates jobs overseas. 80 percent of the first $1 billion spent on 
grants to wind energy companies went to foreign firms and jobs to build turbines overseas. 
In the second round of government grants, 79 percent of the $2.1 billion in grants went to 
companies based overseas; of this money, $2.9 billion go to wind facilities. 

Energy Secretary Steven Chu said the point of this grant program was, “ensuring America 
leads the world in creating jobs in manufacturing the parts that go into wind farms.” The 
Renewable Energy Policy Project, estimates that for every 1 megawatt of wind energy that is 
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developed, 4.3 jobs are created: 0.6 in operation and maintenance of the wind farms; .7 for 
the installation of new turbines; and 3 in manufacturing. The 1,219 turbines built by foreign- 
owned manufacturers have a potential capacity of 2,280 megawatts. Using the Renewable 
Energy Policy Project's estimate, the installation of these turbines may have created as many 
as 6,838 manufacturing jobs overseas. 

Domestically, the market altering subsidization has the same negative economic effects. The 
Mojave Desert solar power project received $1,4 billion from Recovery Act. Construction of 
that facility required 1,000 workers, but only 86 permanent employees to run the plant. 
That’s $16 million in government taxpayer subsidies per permanent job. 

In Florida, the DeSoto Solar Center was supposed to be the “largest solar power plant in the 
United States,” according to President Obama. The Center received $150 million from the 
Recovery Act. After using 400 construction workers to build the site, the Solar Center now 
employs only two people. 

The single largest wind grant under the program, reported by the Energy Department on 
Dec. 29, was $178 million for the Texas Gulf Wind farm in Sarita, Texas. All 118 turbines 
erected on the farm were built by Mitsubishi - a Japanese firm that does not build wind 
components in the United States. Eurus Energy America, the U.S. subsidiary of a Japanese 
firm, received $91 million in stimulus money for its Bull Creek wind farm in Texas. The farm 
consists of 180 Mitsubishi turbines - all constructed overseas. 

Perhaps the most evident use of mismanagement of Recovery funds and inherent 
inefficiencies lie in the failed weatherization program. While some states have experienced 
success with this program, national results have been dismal. 

The Recovery Act provided $5 billion to weatherize homes in the hopes of making them 
more energy efficient by upgrading insulation, and most commonly adding insulated window 
treatments for 593,000 low income residents. ABC News reports that less than 10,000 
homes have been weatherized nation-wide. Conversely, the Department of Energy claims 
22,000 homes have been impacted - stiU less than 4 percent of the targeted goal. 

Only $522 million - less than 10 percent of the money available - has been spent on 
weatherization. The Inspector General found the jobs impact “has not materialized” and the 
Government Accountability Office found the application of cosdy Davis-Bacon wage 
requirements equates to over $57,000 per home nationwide. 

A state by state look exposes the localized impact of this flawed national program. New 
York has $394 million available and planned to weatherize 45,400 units - but only did 280. 
Alaska was given $18 million, Wyoming $10 million, Rhode Island $20 million and 
Washington, D.C. $8 million to weatherize homes - to date, not one home in the 4 regions 
with over $50 million spent have been weatherized. 

The single biggest expenditure in the stimulus weatherization program is $270 million. Not 
one penny of that went to actual home weatherization but was given to the Department of 
Energy to administer the grants. 
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The Recovery Act was supposed to be dmely, effective and show immediate results. The 
realization is, using the invisible hand of the government to artificially tilt the economy 
towards non-tradirional energy production and “green jobs” will never be sustainable. In 
doing so the government picks winners and losers in the market. Using targeted command- 
and-control legisladon such as The Recovery Act, the losers are rewarded with government 
assistance. 

Responsible public policy solutions should remove barriers to private investment and should 
support an “all of the above” energy' approach, that incorporates a diverse blend of energy 
sources without raising taxes and/or increasing the regulatory burden. 

Thank you again for the opportunity to speak to you today and I look forward to answering 
any questions. 
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The Chairman. Thank you, sir. You spoke so fast you left your- 
self 30 seconds over. 

The Chair recognizes the gentleman from Missouri, Mr. Cleaver. 

Mr. Cleaver. Thank you, Mr. Chairman. 

I thank all of you for your testimony. 

I am a little concerned. We just had economic output rise at the 
slowest level this past decade since any decade since 1930, which 
means we have a serious challenge. And I am curious, Mr. John- 
son, if you are criticizing government subsidies in the development 
of energy technology — and then make sure that you are — is that 
correct? 

Mr. Johnson. Yes. 

Mr. Cleaver. Do you ever find it necessary to criticize govern- 
ment subsidy of the oil industry? 

Mr. Johnson. The term “subsidy” has been thrown around a lot. 
One of the things a lot of industries benefit from are tax cuts. For 
example, section 199 is the domestic manufacturer’s tax deduction 
that all companies who manufacture domestically in the United 
States get. 

Mr. Cleaver. We only have 5 minutes. Are you equally upset 
that we have subsidized the oil industry approximately $150 billion 
at least from 1968 to the year 2000, 150 billion, we don’t have dec- 
ades of subsidization so that I am sure, does that bother you? 

Mr. Johnson. Yes. I think targeted spending toward any indus- 
try is flawed. 

Mr. Cleaver. So let me suggest what should we do when we 
have an economic downturn, should we say we are not helping cre- 
ate any new jobs, we are going to sit around and remain happy and 
allow the rest of the world to overtake us? What would you have 
done had you been sitting in the room with the people I named ear- 
lier? 

Mr. Johnson. Sure. You can create jobs without targeted spend- 
ing. One of the ways which I mentioned was tax cuts. You can 
freeze spending and rescind unspent stimulus funds. You can re- 
form regulations to reduce unnecessary business costs. And if you 
are intent on spending, you can make sure it is done efficiently and 
effectively by suspending all Davis-Bacon Act requirements. 

Mr. Cleaver. Are you aware that 30 percent of ARRA were tax 
cuts? 

Mr. Johnson. Thirty percent, yes. 

Mr. Cleaver. You were aware of that? 

Mr. Johnson. Yes. 

Mr. Cleaver. So you don’t support that? 

Mr. Johnson. I support the tax cut component. The majority of 
the plan was spending, $836 billion. 

Mr. Cleaver. So we should have done a stimulus package that 
wasn’t, in fact, a tax cut package? 

Mr. Johnson. Think we should have done the tax cuts without 
the targeted spending. 

Mr. Cleaver. So we should have had a stimulus package without 
a tax cut? 

Mr. Johnson. I am not supportive of a stimulus package at all. 

Mr. Cleaver. Including the tax cuts? 
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Mr. Johnson. The tax cuts as part of the package — the tax cuts 
I support. Tax cuts in general I support. The stimulus in terms of 
targeted massive government spending programs — 

Mr. Cleaver. But the tax cuts were supposed to stimulate the 
economy. 

Mr. Johnson. The tax cuts are not spending. The part of — most 
of the stimulus package was direct spending which came into the 
market in favor of targeted certain industries. 

Mr. Cleaver. So you don’t support tax cuts? 

Mr. Johnson. I support tax cuts. I oppose targeted spending. 
They are two separate components. 

Mr. Cleaver. I understand clearly what they are. But I am say- 
ing you said you support tax cuts, but you don’t support any stim- 
ulus. I am telling you the tax cuts were a part of the stimulus and 
you are saying, so I just want to know what you support. 

Mr. Johnson. I support tax cuts and not massive government 
spending. 

Mr. Cleaver. So after we put the tax cuts in, that should have 
been the bill we approved? 

Mr. Johnson. The bill should have been a broad based massive 
tax cut bill with no government spending. 

Mr. Cleaver. Okay. And so what about the fact that the rest of 
the world is taking off in terms of their technology in energy and 
what about the people who lost jobs, 8.4 million, 8.4 million just 
since the recession started? 

Mr. Johnson. We are continuing to lose jobs. The stimulus pack- 
age has not done anything near to what the economists predicted 
and what the administration said. The international experience 
hasn’t been always positive. Spain, Germany, and Denmark have 
experienced extreme job losses in direct relation to targeted govern- 
ment subsidies with respect toward the Green JOBS Act. Only one 
in 10 of the jobs created through green investment is permanent 
in Spain. Germany is experiencing the same thing. 

Mr. Cleaver. Now you do recognize that Spain is a whole ’nother 
industry that relates to deficits and debt and the Euro. Let’s talk 
about another country. Let’s not do Spain. Spain is having some 
problems like Greece, but I just want to deal with, I am tp^ing to 
get, if you had been sitting in this seat, what you said let’s just for- 
get everybody, forget everything, let’s just have some more tax 
cuts, that by the way were passed without any kind of means of 
making up for the tax loss. Would that have been your policy? 

Mr. Johnson. If I was sitting in that chair right now there were 
several things I would have done. Passing a massive spending bill 
is not one of them. Repealing the Davis-Bacon Act, enacting other 
reforms, making government more transparent, extending drilling 
areas. There are ways to reduce our energy independence and ex- 
tend security. 

Mr. Cleaver. Okay, my last statement because my time is run- 
ning out. Economists say that had wages kept up with the rising 
cost of living, that minimum wage today would be $20.65 an hour. 
So I am coming out of public housing, I am concerned about every- 
day human beings who are losing their jobs and suffering and now 
have the opportunity to get a job doing weatherization. And they 
are doing it in my district, so it is not like a phantom job. 
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Thank you, Mr. Chairman. 

The Chairman. The gentleman’s time has expired. The Chair 
recognizes the gentlelady from West Virginia, Mrs. Capita. 

Mrs. Capito. Thank you, Mr. Chairman. I thank the witnesses 
here today. Just for bit of a background, I represent the State of 
West Virginia, which we know is a very energy rich State in nat- 
ural resources. Since the stimulus bill was passed our unemploy- 
ment has gone from, in January of 2009, 6.7 to up over 10.5 per- 
cent and it is steadily climbing, a source of great concern for us in 
our State. 

I am interested on a couple of issues. First of all, the statement 
by Mr. Johnson that and, Mr. Gaynor, you may be able to help 
with this, that 80 percent of the dollars that went for wind produc- 
tion were for foreign companies that are manufacturing overseas. 
I noticed in your statement you said you buy your components from 
domestic manufacturing. Can you help me with that? 

Mr. Gaynor. We have historically, since we have been building 
our business we have historically bought turbines from General 
Electric and Clipper Wind Power, which are both domestic sup- 
pliers. 

Mrs. Capito. But the statement about, would you say generally 
speaking that most of the wind production jobs are in terms of 
making the actual turbines and stuff overseas, is that correct? 

Mr. Gaynor. AWEA has actually released some data that shows 
for all of the 1603 dollars, those projects I think were a total of 53 
percent of the components, were actually sourced domestically. 

Mrs. Capito. So that 47 percent went overseas. 

The Chairman. Thirty-seven. 

Mr. Gaynor. The trend of where it was back in 2005 I think the 
number was 25 percent, and just anecdotally new wind power com- 
panies, Clipper is a good example, it is home grown here in the 
U.S., they have added manufacturing facility. Vestas, which is a 
large Danish manufacturer, has also made a very large manufac- 
turing commitment in Colorado. So although the number, I think 
53 percent is — it is true that means 47 percent is coming from 
overseas — I think the trend is certainly favorable. 

My view is one of the things that is making that happen is the 
Recovery Act. 

Mrs. Capito. I think that certainly in my State we are being told 
that we need to wean ourselves from fossil energy fuel production, 
and I wanted to ask from Mr. Ashley to in Norcross, Georgia, what 
is the energy, how do you generate your power in your manufac- 
turing facility? How is it generated? 

Mr. Ashley. We buy our power from a local utility. 

Mrs. Capito. And how do they generate their power? Is it nat- 
ural gas, coal, nuclear? 

Mr. Ashley. I believe it is a combination of coal, gas and nuclear. 
It is Georgia Power, which is owned by the Southern Company. 

Mrs. Capito. Disturbing in your testimony in my viewpoint is 
that you have opportunity for business expansion that you said you 
just saw 3 weeks ago in India, and you were unable to take advan- 
tage of that. If we are being told that we need to replace our fossil 
fuel jobs with green jobs and you can’t expand your business and 
we are buying components from all around the world and not in 
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the United States, how can we reasonably think that the replace- 
ment of coal miners and others is going to take place here in this 
country when obviously we are not competing well internationally. 
This is the question I have, that if we are going to have the green 
jobs in our country and our States that are going to be penalized 
under a cap-and-trade proposal, how are we going to attract these 
jobs into our States. 

Mr. Ashley. Well, I can’t comment. I don’t propose taking jobs 
away from coal miners at all. We need renewable energy because 
we need a combination of all energy sources to meet the world’s 
needs, and that is here in the United States. 

Mrs. Capito. I couldn’t agree more. 

Mr. Ashley. A 3-megawatt project that we are doing in India 
right now is bringing irrigation to people for the first time ever be- 
cause of the locational flexibility of solar. It is not just about the 
U.S. 

The U.S. could do a heck of a lot more, especially in Georgia, but 
a lot of people have fought it so long. Look, we need power espe- 
cially, peak shaving power, Congresslady. It is not taking jobs away 
from somebody. It is not a zero sum game, I don’t believe. 

Mr. Gaynor. I would certainly add to that and echo the same 
sentiment. Where we are building wind farms we are not taking 
away jobs from people that operate nuclear plants or natural gas 
plants, hydro plants, solar plants. These are new jobs that are 
being created. 

And also from a wind perspective, wind is not the only solution, 
renewables are not the only solution. Nuclear, coal, clean coal espe- 
cially, is all part of the solution. So I don’t see them as replacing. 
It is not a zero sum game. It is additive. That has been our experi- 
ence. 

Mrs. Capito. I agree. I do think this is where I think we are in 
agreement here. I would like to say even though I did not vote for 
the stimulus package, I in my district do have a very expansive 
clean coal carbon sequestration experimentation going on right now 
at the A P plant, the Mountaineer plant on the Ohio River, right 
across the river from you. So I am very hopeful this will result in 
the technology and in the investment that will give us that all-of- 
the-above energy plan so that we can expand our solar, expand our 
wind but still keep our baseload energy going. 

So thank you very much. 

The Chairman. Gentlelady’s time has expired. The Chair recog- 
nizes the gentlelady from California, Ms. Speier. 

Ms. Speier. Thank you, Mr. Chairman. 

Mr. Johnson, in your exchange with Mr. Cleaver, you spoke 
about the tax credits or I should say the tax cuts that you sup- 
ported, and I think it is really important when you speak up on 
this issue that you be knowledgeable. The actual ARRA funding, 
the largest amount of money in ARRA is for tax cuts. It is $288 
billion in tax cuts. The next largest amount is $275 billion which 
is, in fact, the money that is being distributed to try and create 
jobs. And then the third area is $224 billion, which is unemploy- 
ment benefits. 

Now do you not support extending unemployment benefits and 
COBRA benefits for people who are out of work? 
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Mr. Johnson. No, I do not. 

Ms. Speier. So two-thirds of the recovery bill you support. 

Mr. Johnson. I support tax cuts when they are a stand-alone tax 
cut. If they are coupled with other measures the economic offset is 
far too great. The spending component of this bill completely skews 
the economy. These jobs would not be created. They are saying 
they are not taking jobs away from other people and, with all due 
respect, you need this money to create these jobs or the private sec- 
tor would not create them on their own, which means they are not 
there yet. 

Ms. Speier. Thank you, Mr. Johnson. I would like to give an op- 
portunity to all of the other participants on the panel to respond 
to Mr. Johnson’s criticisms and of your specific programs, if you 
would. 

Mr. Ashley. 

Mr. Ashley. Yes, just last week we were voted by the Wall 
Street Journal, we were named Number 2 VC-backed company in 
renewable energy and this week we were ranked Number 15 in the 
Wall Street Journal’s top 50. There are people wanting to give us 
money in the private sector as well, but we need help from the gov- 
ernment right now to expand faster and quicker just because debt 
is in such terrible shape in this country. Solar is getting, because 
of efficiency work that companies like us are doing much, much, 
much, more competitive in the market. And the people that are the 
antagonists of solar constantly use old pricing. They misuse the 
technology. When they are making comparisons of thin films in so- 
lars they use one technology to represent all of solar in a particular 
situation. It has changed a lot, and it is very viable. It is getting 
more viable. 

But if we are serious about not letting the Chinese, the Tai- 
wanese, and others own this industry, we need to do more here, 
just like they are doing. They think it is important. They are in- 
vesting a heck of a lot of money. The rest of the world thinks it 
is important. We should, too. That is my point. 

Ms. Speier. A follow-up question, Mr. Ashley. When the Section 
1603 program expires, are you going to be able to continue to fi- 
nance and construct in your industry? 

Mr. Ashley. I believe so because of our worldwide demand, yes. 
I wish 1603 would continue to be expanded just to expand domestic 
demand for solar because it is good for the industry, et cetera, at 
this point in time. But the key right now is the financial situation 
that banks are in in lending, borrowing money, you can’t get 
money. Even with a very positive scenario, the interest rates they 
want to charge you and the terms are very onerous and it is still 
very difficult. 

Ms. Speier. Thank you. Ms. Wright. 

Ms. Wright. Well, I think quite simply if you take a look at 
where we believe the transportation industry is going to go in an 
uncertain time frame, whether it is over the next 5 years or 50 
years, there is an awful lot of risk and technological uncertainty 
around how we will transport ourselves around, and the fact is the 
United States does not have the infrastructure to be prepared to 
make that transition. Over the past several decades we have al- 
lowed our manufacturing base to erode, become a service economy. 
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And frankly, while we are technology leaders we allow the coun- 
tries around the world to implement it and commercialize it, and 
so from our perspective, one, we would not have been coming to the 
United States to do this. Two, we need to continue to expand our 
R&D and technological capabilities so that we cannot only catch up 
but start to lead. And that is risky. And private sector is not going 
to bear that cost all by itself We are going to need strong collabo- 
ration with the government, and that is going to be skin in the 
game for private sector, skin in the game for the government as 
well. 

So from our perspective we are a for profit company and we are 
for allowing market forces to take their course, but there are un- 
natural events and disruptive events taking place that are going to 
change how we get ourselves around and we have to do it as a 
partnership. 

Ms. Speier. Ms. Patt-McDaniel, there were a lot of statistics that 
Mr. Johnson was spewing out that would suggest that weatheriza- 
tion is not working. 

Ms. Patt-McDaniel. Well, same as we weatherized over 8,100 
homes, and I would be the last person who has personally walked 
into those homes and seen the families who have benefited that 
this was not a worthwhile program. As far as Davis-Bacon, only 30 
percent of our agencies had to adjust their payroll, which meant 
that those jobs were well paying in the first place. So Davis-Bacon 
certainly hasn’t hampered the program. The adjustments were not 
significant. 

And I think that I would be the last person also to say to the 
1,000 men and women who were trained and are now working with 
a trade to weatherize homes shouldn’t have had those programs 
and that we shouldn’t have had the recovery money and that they 
shouldn’t have had the opportunity to provide for their families. 

Ms. Speier. Thank you, Mr. Chairman. I see my time has ex- 
pired. Mr. Gaynor may or may not have a comment. 

The Chairman. We have time. Go ahead. 

Mr. Gaynor. Thank you. From our perspective, if we take a long 
view on the policy of getting this country towards independent, 
more energy independent, then what the Recovery Act did in the 
short term is send a signal to the capital markets that the govern- 
ment is going to put some skin in the game, and that is certainly 
what happened. And I would argue that it was a crucial bridge 
that the government provided in the 1603. And from a long-term 
policy perspective, I think if you — again if we want to hit the en- 
erp^ independence targets and renewable energy targets you are 
going to need a policy that is sustainable and sends a signal to the 
capital markets, where most, if not all, of the money is going to 
come from over the long term, that the policies are there both at 
the Federal level and the State level. So that is certainly where we 
see the long-term play on the policy. 

The Chairman. Thank you. Gentlelady’s time is expired. 

So, we had a great year in 2009. People were predicting that 
wind was going to just go right off a cliff, that we were going to 
drop from 8,400 new megawatts of electrical generation from wind 
in 2008 and because we were deep in a recession, because the eco- 
nomic climate was not good, that perhaps we could go down to only 
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4,000 megawatts of new winds that was generated in the United 
States. But then, because of the stimulus bill, we wound up pro- 
ducing 10,000 new megawatts of wind in the United States. And 
what a great story that is because just for people who aren’t really 
familiar with this, that a nuclear power plant, 1,000 megawatt nu- 
clear power plant, you think of a nuclear power plant that you 
might have heard of, Seabrook, Diablo Canyon, you name it, that 
is about 1,000 megawatts, a nuclear power plant. Ten thousand 
new megawatts of wind installed in the United States in 2009 
alone. It went up when everybody predicted it was going to be cut 
in half And so that is a tremendous story because obviously that 
wind is in the United States of America. Those facilities will be 
going for a long, long time. And as we move to electrifying our 
automotive fleet, the electricity that we are putting into the vehi- 
cles will be generated here in the United States. We won’t be im- 
porting oil from OPEC. We can tell OPEC we don’t need their oil 
anymore than we need their sand because we are going to start 
generating the electricity for the all-electric vehicles, for the hybrid 
electric vehicles here in the United States. So that is a tremendous 
story. 

So let me go back over to you, Mr. Johnson, of the $787 billion 
in the recovery package, $288 billion of the $787 billion were tax 
cuts. So did you support the $288 billion worth of tax cuts? 

Mr. Johnson. I support tax cuts on their own, not when they are 
coupled with a massive government spending 

The Chairman. But if we just made it a $288 billion tax break 
program you would support that? 

Mr. Johnson. Yes. Just the tax cuts. 

The Chairman. So your problem was when we started giving out, 
extending unemployment benefits? 

Mr. Johnson. I am opposed to unemployment insurance and 
massive government spending programs that tilt the market in 
favor of one sector over another. 

The Chairman. You didn’t like the unemployment benefit exten- 
sion in the bill. 

Mr. Johnson. I am opposed to the unemployment benefit exten- 
sion, yes. 

The Chairman. And I think that is important. It is an honest po- 
sition to have that you oppose unemployment benefits extension. 
We are going to try to strap Congressman Cleaver in over here, 
okay, as he is listening to this. And also the same thing is true for 
extension of health care benefits to people who have lost their 
health care benefits, you also don’t believe that that is a good ex- 
penditure of Eederal money as well, is that correct? 

Mr. Johnson. Yes, sir. 

The Chairman. Okay. 

Mr. Johnson. I do agree with that. 

The Chairman. That is a fair 

Mr. Johnson. Unemployment insurance extension has been 
shown by several think tanks and organizations to prolong the un- 
employment process by making individuals more dependent on the 
Eederal Government. And if I can address the statistics I was 
spewing on weatherization 

The Chairman. Spewing? 
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Mr. Johnson [continuing]. From the Office of Inspector General, 
a government agency, and they have a table right here and actu- 
ally in California only .03 percent of units have been weatherized 
out of 43,400 that have been planned. 

The Chairman. I get it. But let me get back to you, Ms. Patt- 
McDaniel, how many new jobs did you create in Ohio in 2009 from 
the weatherization project? 

Ms. Patt-McDaniel. One thousand. And that is as of 2009. We 
are still counting. 

The Chairman. That is great. So that is a lot of jobs, a lot of peo- 
ple who would not have been able to work. 

So let’s move over to you, Mr. Ashley. That is a great story that 
the wind industry has, 10,000 new megawatts. And what is the 
projection for 2010, Mr. Gaynor, in the wind industry? Then we 
will come to you, Mr. Ashley. 

Mr. Gaynor. Certainly at least 10,000 new megawatts. 

The Chairman. At least 10,000 new megawatts? 

Mr. Gaynor. Certainly, from our perspective, we are building 
slightly less than we put online in 2009 but just ever so slightly, 
but the industry consensus is at least 10,000. 

The Chairman. So if we did 10,000 megawatts of wind every 
year between now and 2020, that would be 110,000 new megawatts 
of wind on top of the 35,000 megawatts that the United States al- 
ready has, the 10,000 in 2009, the 8,400 in 2008 and then much 
smaller numbers in the preceding years, but that would wind up 
at 145,000 new megawatts of wind installed in the United States 
by the year 2020 and the entire nuclear industry after decades of 
subsidies from the Federal taxpayers only has 100,000, has a total 
of 100,000 megawatts which is about 18 percent of all electrical 
generating capacity. 

Is that a realistic goal for the wind industry. 

Mr. Gaynor. I certainly think that wind technology is improving. 
One of the things that everybody is concerned about is what is the 
price, what is the price of delivered wind? And I think with, when 
you, if you want to scale up to that level, doing 10,000 megawatts 
a year, increasing domestic manufacturing, you have to assume 
that with all of that additional capacity that will be built in the 
U.S. that the price per unit will come down, making wind a lot 
more competitive. So if that is certainly true, then you could see 
that the growth could sustain itself 

The Chairman. Let me go back to the point that I heard you 
make in your testimony, which was that 4 years ago only 25 per- 
cent of the components of a wind turbine were made in the United 
States, and in 2009, after the stimulus bill, the recovery package 
passed, it zoomed up to over 50 percent of the component parts of 
a wind turbine were made in the United States, is that correct? 

Mr. Gaynor. That is correct. 

The Chairman. That is a huge turnaround. 

Mr. Gaynor. Those are the statistics from AWEA based on all 
the 1603 projects, and again we would expect that to continue as 
if you are going to keep adding megawatts, wind turbines are big, 
they are difficult to transport so having them made locally makes 
a lot more sense. 



61 


The Chairman. That sounds great. So you are saying during the 
Bush administration 25 percent of wind turbine component parts 
were made in the United States. During the Obama administration 
the percentage doubled to over 50 percent. So that is a huge shift 
from the Bush administration, which was clearly allowing for these 
component parts to be built overseas, that we had to import them 
from other countries. And clearly the Bush administration was just 
turning a blind eye to this incredible drain of revenue. But under 
the Obama position, we now see a dramatic increase in domestic 
production. We see a capacity being built here in our country and 
a turnaround from this Bush administration era perspective that 
had us importing oil from OPEC. 

In fact. President Bush was over there asking the Saudis to 
please produce a couple more million barrels of oil a day in April 
of 2008, even as the wind turbines that we were installing in our 
country were being imported from other countries as well. What a 
disastrous policy for our country. 

So now with this installation of new renewable energy resources 
in our country we see more domestic production, we actually see 
the jobs being created here in our country, and we are seeing a re- 
duction actually in the importation of oil in our country. All of it 
great, especially with these new battery technologies that Ms. 
Wright and Johnson Control are beginning to manufacture here in 
our country which will make it possible for us to have these all- 
electric vehicles. 

Mr. Gaynor. 

Mr. Gaynor. I agree with the statements. One other point to 
make is that, again, in order to hit these saturation levels in wind, 
battery technology is going to be a piece of that technical pie as 
well. And as I mentioned in my comments, we were awarded a con- 
ditional commitment from the DOE for one of our projects in Ha- 
waii that we are building this year. It is a wind farm on the north 
shore of Oahu coupled with a battery energy storage system that 
is actually made by a domestic manufacturer called eStream 
Power. 

The Chairman. By the way, in the Waxman-Markey bill, just for 
the record, we actually included $60 to $100 billion for carbon cap- 
ture and sequestration technology for the coal industry. But of 
course Peabody Coal is leading the opposition to that bill. Peabody 
Coal. So it is not like we are not trying to help the coal industry. 
We are. But Peabody Coal doesn’t want any part of our comprehen- 
sive bill to deal with the issue and so as a result we are not going 
to stop helping the industries that want to move forward. But we 
are not going to allow them, at the same time, the Peabody Coals 
of the world to say, don’t make any progress at all on any front. 
We can’t block — because we can’t make progress on all fronts 
doesn’t mean that we can’t make progress on any front. 

So let me come back to you, Mr. Ashley. Could you give us a lit- 
tle update on the solar industry, how many new megawatts were 
installed in the United States in 2009? 

Mr. Ashley. Mr. Chairman, I have seen several figures. Between 
450 and 480 megawatts. 

The Chairman. Do you know how many were installed in the 
United States in 2008? 
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Mr. Ashley. Much less than that. I believe less than 300 
megawatts. 

The Chairman. So nearly a doubling of solar 

Mr. Ashley. Substantial increase. 

The Chairman. Of solar installation in the United States, so al- 
most as you are saying, it is like half of the nuclear power plant 
was installed in solar in the United States in 2009. 

Mr. Ashley. Yes, sir, in our industry association the latest num- 
bers look like probably around 10,000 direct, indirect and induced 
jobs in solar in 2009, thanks to the 1603 provisions, and 60 percent 
are 

The Chairman. Now when you say 1603 no one knows what you 
are talking about. They are trying to think of something famous 
that happened in history and they don’t remember getting the right 
answer in the 6th grade, so people have no idea what you are talk- 
ing about. What is 1603? What would be a good, give us another 
title for 1603 so that people would understand? Explain to your 
mother why this is so important. How would you explain it to her? 

Mr. Ashley. It is taking a tax credit, which is a very good idea, 
and making it better because 

The Chairman. What would you call the program? Don’t use the 
word tax credit. 

Mr. Ashley. Solar incentive. 

The Chairman. Solar incentive program, yeah, and so with a 
solar incentive program we were able to double the amount of solar 
in 1 year, produced here in the United States, creating upwards of 
10,000 jobs? 

Mr. Ashley. Yes, sir, that is correct. And I think going forward 
it will also be important to develop the domestic industry because 
even some of the foreign, my competitors that are foreign, will 
come here and build plants if the industry is big enough. I don’t 
like that, but it is good healthy competition. Because I tell you Ma- 
laysia and China will give me a lot of money and a lot of grants 
to come build a plant like the one in Saginaw, Michigan. 

The Chairman. So what percent of solar new jobs were created 
here in the United States as part of the Obama stimulus plan? Do 
you know? 

Mr. Ashley. I believe the job numbers that I just mentioned. 

The Chairman. So a very high percentage of all the new jobs 
that were created in the solar area were here in the United States? 

Mr. Ashley. Yes. And to be fair, going back to the initial stim- 
ulus bill in December of 2008 when the tax credit was extended for 
3 years or several years, et cetera, from that point forward and 
then when the Obama administration came in it really gave the in- 
dustry a shot in the arm and the confidence to expand. 

The Chairman. So what I am hearing is that there is a massive 
reindustrialization of the United States going on, that we have 
moved under the Bush era with only 25 percent of wind jobs here 
in the United States, and we import 75 percent, to now it is over 
50 percent of the wind jobs are here in the United States, and the 
percentage keeps going up, as almost each month goes by. I think 
the ultimate goal is that 70 percent of all of the wind jobs will be 
here in the United States by the time the Obama stimulus package 
is completed, and that is a big good news story because people are 
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wondering where are the jobs for the next generation going to come 
from? What is the next new industry in our country? 

So what we are hearing from Mr. Ashley and Mr. Gaynor and 
Ms. Wright are huge good news stories in terms of jobs here for 
Americans. 

And Mr. Johnson seems to support using tax credits to accom- 
plish these goals. He hasn’t voiced any opposition to tax credits cre- 
ating these incentives. So here we have a huge area of agreement, 
and an agreement — do you agree, Mr. Johnson, that at least in 
these areas that the tax breaks are working and we are creating 
these jobs that are helping to put people back to work in our own 
country? 

Mr. Johnson. Tax cuts generally tend to do that, yes, Mr. Chair- 
man. 

The Chairman. That is great. So from the perspective of the bil- 
lions of dollars that are going to be spent in wind and solar and 
batteries and other programs, that is good. You agree with that? 

Mr. Johnson. Tax credits that stimulate the economy and create 
jobs are good. 

The Chairman. That is great. So that is a big success story for 
us. And we do understand that you don’t like spending Federal dol- 
lars on unemployment insurance for unemployed Americans, but 
what we are trying to, as you can probably appreciate, is we don’t 
like paying unemployment benefits either. We actually hate the 
idea of unemployment benefits if people can have a job. So we are 
trying to create the jobs over here that could then make it unneces- 
sary for people to have to go in and to actually apply for unemploy- 
ment benefits. 

The evidence that we actually have that people don’t like to col- 
lect unemployment benefits is that when unemployment went down 
to 4 percent in our country, all the people who are now unemployed 
actually took jobs and worked in them. But when jobs are not 
available, unfortunately and much to their own personal chagrin, 
they are forced to go in to accept unemployment benefits. But we 
have evidence that every single ethnic group in the United States, 
whites, blacks, Asians, Hispanics, and male and female, all take 
jobs when they are available to them. But unfortunately, because 
of a recession induced by reckless mismanagement of the financial 
marketplace during the Bush administration, almost turning a 
blind eye to an oncoming economic disaster, we have seen a tre- 
mendously high rate of unemployment. So that is the conundrum 
that we face because we don’t — the reason we don’t want to pay un- 
employment benefits is that we hate to see people unemployed. But 
we recognize the moral necessity of helping people in those times 
of desperation. These kinds of programs are working and working 
very successfully. 

Let me turn back to the gentleman from Missouri to see if he has 
any additional points he might want to make. 

Mr. Cleaver. One point and then a question. Having grown up 
in public housing around poor people, I grew up hearing that peo- 
ple had babies so they could get $190 a month welfare and that 
people didn’t work. My father worked on three jobs. He cleaned up 
the T.A. Litikan building on Saturday mornings, worked at the 
Wichita Club as a maitre d’, and then did yards on the weekends 
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and sent four kids through college. I can rememher my father being 
unemployed, one of the most miserable times of my life seeing him 
almost in a depression. But the question related to what I have 
just said is do you know how we know that, how we determine 
whether or not people get unemployment compensation? Mr. John- 
son, do you know how we find out whether or not they get unem- 
ployment? 

Mr. Johnson. Not off the top of my head. 

Mr. Cleaver. Yes. And that is why this is important, I think, be- 
cause you said you thought it was a disincentive for people to get 
jobs. The only people who can get unemployment checks are the 
people looking for jobs. You have to go to the State Unemployment 
Bureau seeking a job to get unemployment compensation. So it is 
not a disincentive. The only people who get this are out struggling 
trying to find jobs. And as the chairman mentioned, they are not — 
8.4 million jobs, when you say disincentive, I just want to make 
sure you know that you have to look for a job to get the money. 

So you don’t think it is a disincentive now, do you? 

Mr. Johnson. I still think it is. I have read several studies spe- 
cifically from James Sherk, an economist at the Heritage Founda- 
tion, that say several things to the contrary of what you just stat- 
ed, that it actually helps prolong individuals not find finding work 
because they are satisfied by having 

Mr. Cleaver. But you didn’t know that you couldn’t get that. 
You just said you didn’t know. 

Mr. Johnson. I didn’t know off the top of my head. I had heard 
that. 

Mr. Cleaver. But now that you know, does that fact — you can’t 
contradict that fact. It is a fact. So knowing that fact, do you now 
change? 

Mr. Johnson. It is also a fact that since the stimulus package 
has been signed into law we have lost 3.3 million jobs. I am glad 
these individuals here are creating jobs. And the Ohio weatheriza- 
tion program is a huge success. I will grant them that. The Inspec- 
tor General report even recognizes it as a success. But it is one of 
the only States having success with this program. 

There are individual success stories everywhere. But the package 
as a whole and the reality is the jobs have not been created since 
the stimulus package and that was its goal, to create jobs. More 
work has been created for certain individuals who have jobs, but 
the overall jobs impact has not materialized. 

Mr. Cleaver. So now that you know that the fact that you have 
to be looking for a job to get an unemployment check, now that you 
know that to be a fact, it is unquestionable, if anybody in here can 
contradict it, you are saying you still believe that it is a disincen- 
tive? 

Mr. Johnson. I oppose extending unemployment insurance bene- 
fits, yes. 

Mr. Cleaver. But will you continue to say it is a disincentive to 
provide those benefits? 

Mr. Johnson. Until I see empirical data otherwise, based on 
what I have read and learned in the past, yes. 

Mr. Cleaver. So you don’t believe what I was just saying, that 
you have to be — 
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Mr. Johnson. I would be very interested to see empirical data 
supporting what you are saying. 

Mr. Cleaver. That you have to be — how do you think you get the 
checks, people get checks? 

Mr. Johnson. I am speaking of the disincentive issue. I have 
read reports that showed that it was a disincentive and it did 
disincentivize based on surveys, reports, et cetera. 

Mr. Cleaver. Okay, we are talking past each other. And when 
somebody makes a good point I always say, well, you made a good 
point. But since we can’t do that, I appreciate very much you com- 
ing. 

One of the persons I spend a lot of time with here is a Repub- 
lican, and we absolutely have nothing in common with regard to 
our political views. We just like each other, and so we can argue 
and not get angry and still sit down and have lunch. The one thing 
I guess we don’t do, which is why we have a relationship, is be- 
cause when he can prove something, I say, okay, and the same on 
the other side. 

So I guess my frustration is that if you can get anybody — I will 
wait here. Somebody call Heritage to find out if I made up the fact 
that that is the only way you can get your check, is looking for a 
job. I just — when you go out and say it is a disincentive and people 
don’t know any differently, they then begin to embrace the beliefs 
that there are some people who are just lazy sitting around taking 
tax dollars. And I grew up in a situation like that, seeing it and 
hearing it, and it is really an insult to a got lot of good, hard- 
working Americans. 

So I do appreciate your being here and I appreciate your passion 
and hope that you will check my fact down there and send me an 
etmail apologizing. Thank you. 

Mr. Johnson. Thank you. 

The Chairman. So, have you had — when you create these new 
jobs in solar or wind and weatherization, do you find that there are 
a lot of people who want to work as soon as you announce there 
are new jobs available? Do you have any problem finding people 
who want to work as soon as you put out an ad for new employees, 
Mr. Gaynor? 

Mr. Gaynor. No, we have not had problems. Just to give you one 
example, we have a small summer internship program. We re- 
ceived 10 times the number of resumes. For 10 jobs, we received 
100 resumes. 

The Chairman. You get 10 times the applications for new jobs 
as the number of new jobs you have. 

Mr. Gaynor. For our summer internship program. 

The Chairman. Have you had any problem, Ms. Patt-McDaniel, 
finding people to work? 

Ms. Patt-McDaniel. No. We have people fighting to get into our 
weatherization training programs to get jobs; and the payment re- 
ceived is not family sustaining wages, by any stretch. 

The Chairman. Ms. Wright, do you have trouble at Johnson Con- 
trols finding people who want to work when you advertise for new 
employees? 
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Ms. Wright. We are very fortunate to have a skilled automotive 
workforce in the area where our plant is located, so we are very 
fortunate to be able to reemploy them. 

The Chairman. People who got laid off when the auto industry 
collapsed and who were forced to accept unemployment benefits, as 
soon as you advertised saying you can come back to work they are 
on your doorstep? 

Ms. Wright. We have very, very highly skilled, experienced 
workers. 

The Chairman. Beautiful. That is great news. Some people be- 
lieve that people enjoy being unemployed. I think there is sufficient 
evidence that that is not the case when a job is offered. 

Mr. Ashley, how about you? Do you find a lot of people? 

Mr. Ashley. We had 600 applications for the last 30 jobs. A lot 
of people are desperate. 

The Chairman. I agree with you. And, unfortunately, 570 people 
perhaps had to stay on unemployment, but you were able to help 
30 people get meaningful employment. That is tremendous. 

So here is the good news. You want to see a really good news 
story? Here is the picture of jobs lost in the United States, and this 
is the Bush administration over here in red. And as we reached 
January 20 , 2009 — we remember that day quite vividly, January 
20, 2009 — 780,000 jobs were lost in January of 2009. 

As you can see, following on a pattern of the preceding months 
of the Bush administration in terms of this failed economic policy — 
kind of, if you don’t answer calls at the SEC, there is a guy named 
Madoff that might be bilking people, if you don’t regulate deriva- 
tives or swaps, you kind of turned a blind eye to the whole impact 
that that could have, and many other things — 780,000 jobs in the 
month before, 700,000 the month before, 720,000, really not a good 
picture, month after month. 

Then, in February of 2009, the Obama administration arrives 
with a stimulus package. You can’t turn around the Queen Mary 
overnight. But look what happened in the months since then com- 
ing up to February. We almost have a reverse image of what was 
happening during the Bush administration. Month after month, we 
see fewer and fewer jobs being lost in our economy. For one month 
there, November, it actually went positive. We actually had job cre- 
ation. And now we are going down to a point where it is no more 
than 20, 30, 40,000 jobs that we are losing per month. So you can 
see it is highly likely that this is going to start spiking up with new 
job creation in our country. 

Now, I would like to think that this economic plan of the Presi- 
dent is working, that the stimulus bill is working, that the tax 
breaks are working, and that we are turning a corner and that the 
Obama plan is the antidote to the Bush plan, two different plans 
about how to run the economy. 

Now we didn’t cause the accident. We are out in the street trying 
to clean it up. Some people start to blame us for trying to clean 
up the accident, all that blood in our economy. So, after a year, 
some people start to basically confuse the people cleaning up after 
the accident with the people who created it. And that is one of our 
problems. We admit that. But it is a political problem from a mes- 
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saging perspective, not an economic problem from the perspective 
of how it is working. 

And so what we are seeing in the testimony we are hearing today 
from our witnesses is the incredible success of the stimulus bill. 
And if I could ask you, do you think 2010, Mr. Ashley, will be bet- 
ter than 2009 for the solar industry? 

Mr. Ashley. Yes, sir, I do. And, like I said, we are sold out 
through mid 2011. 

The Chairman. You are sold out now. That is fantastic. Where 
would you be without the stimulus bill? 

Mr. Ashley. We would not be in that situation. 

The Chairman. You would not be. 

Mr. Gaynor, what does 2010 look like for you? 

Mr. Gaynor. 2010 we expect to build 300 megawatts of capacity 
this year, seven wind farms, one of them we are just wrapping up. 

The Chairman. Where would you be without the stimulus plan? 

Mr. Gaynor. It would be a much different picture. 

The Chairman. Would it be a better picture? 

Mr. Gaynor. No, it would not be a much better picture. It would 
be worse. Tough to quantify, but, again, the thing that is important 
for our business is in a capital-intensive business you are taking — 
what the Recovery Act is doing is not only getting those dollars but 
you are taking a lot of dollars in the private sector and pulling it 
off the sidelines to come in and build wind farms. 

The Chairman. So venture capitalists, other investors, they are 
on the sidelines. They are saying, oh, my goodness, look at all that 
blood in the economy; look at all that red. But all of a sudden, in 
2009, with the stimulus bill, they are saying, maybe it is safe 
again; maybe we can go back into those economic waters. And if 
there is going to be some Federal money perhaps — and how many 
new private-sector dollars were you able to attract in 2009? 

Mr. Gaynor. Seven hundred million dollars. 

The Chairman. Seven hundred million dollars just for your one 
company. Amazing. That is a huge amount of money. 

Mr. Gaynor. For the 1603 project 

The Chairman. Under the what project? 

Mr. Gaynor. The wind stimulus. 

The Chairman. The wind stimulus bill attracted — unbelievable, 
just for your one company. That is fantastic. 

And, Ms. Wright, over here, in your battery company, how many 
new jobs would you have created in the United States in 2009 and 
2010 without the stimulus program? 

Ms. Wright. Very few. 

The Chairman. By “very few”, what do you mean by that? 

Ms. Wright. Potentially some engineers in our Milwaukee 

The Chairman. When you say “some”, are you talking about 
hundreds? 

Ms. Wright. No, a handful. 

The Chairman. What is a handful? Is that a handful? Five peo- 
ple maybe? Now, because of the stimulus bill how many do you 
think you will be creating? 

Ms. Wright. We will be hiring engineers and scientists in Wis- 
consin as we have 
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The Chairman. Give us some numbers. People want to hear good 
news. People want to have hope that this economic recovery is 
going to continue and the stimulus bill is working. So how many 
new people do you think will get hired? 

Ms. Wright. If you will indulge me for a moment, the full capac- 
ity our plants in Holland will employ 550 people 

The Chairman. Your plant is where? 

Ms. Wright. Holland, Michigan. 

The Chairman. Holland, Michigan. People think Holland is in 
Europe. No, Holland is in Michigan. So how many employees will 
you have in Holland, Michigan? 

Ms. Wright. At full capacity, it will be 550, not to mention the 
supplier and the indirect jobs. In Milwaukee, we will continue to 
hire engineers and scientists to support our technology. 

The Chairman. Wow. So, without the stimulus bill, a handful, 
five; with the stimulus bill, 500 and more people who will be work- 
ing who otherwise would not be working here in the United States. 
And you wouldn’t even be building a plant in the United States, 
is that you what you told us? 

Ms. Wright. Correct. 

The Chairman. You would be building it perhaps in Holland, Eu- 
rope, is that right? 

Ms. Wright. In the Netherlands, Holland, somewhere in Europe 
or Asia, that is correct. 

The Chairman. So that wouldn’t be good news for American 
workers. 

So this is really a fantastic good news story for our country. And 
this energy sector just might be the brightest of all the bright spots 
in the recovery bill because it gives hope to families that there is 
going to be a source of new jobs, from Mr. Cleaver and the smart 
grid they are building in the most economically challenged part of 
Kansas City, through Georgia with Mr. Ashley, and Mr. Gaynor’s 
company that sprawls all across our country, Utah, Maine, and 
States all across the our great country. Ms. Wright is in Wisconsin 
and in Michigan with her new job creation. 

Ms. Patt-McDaniel in Ohio with 1,000 people out there 
weatherizing homes in 2009, but many more in 2010 — is that cor- 
rect — will be out there? And you can’t offshore weatherizing jobs. 
You have got to be there in Ohio, you have to be in Akron, you 
have to be in Canton. If you are not there, it is not going to get 
weatherized. So those are, by definition, domestic jobs. 

So these are engineers, carpenters, laborers, scientists. It is 
across the entire economic spectrum of our country, the people who 
are benefiting. So that is really great news. 

And it helps us to reduce — and here is where we will share our 
agreement with Mr. Johnson. It will reduce the unemployment ben- 
efits that we have to pay out of our taxpayers’ dollars for people 
in our country, and that is one thing we really do hope to achieve. 

Mr. Cleaver, do you have anything you would like to add here? 

Mr. Cleaver. You said it all, Mr. Chairman. 

The Chairman. I thank you. Do you want to say it again? 

I think we are just trying to make a point here. You know, a lot 
of people, they don’t like — they didn’t like statistics in school. 
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which is why they didn’t take the course. But a graph like this 
speaks for itself 

It is the end of the Bush administration, the beginning of the 
Obama administration, just two different plans. In one, we were 
about to go off a cliff here with red ink for our country, people un- 
employed, 780,000 new people unemployed. You come forward 1 
year, we are down 22,000 people who newly entered into the unem- 
ployment rates. What an incredible change, more than three-quar- 
ters of a million people fewer who were unemployed this past 
month than the last month of the Bush administration. 

And so this energy sector is something that we are not going to 
walk away from. Your stories today really give us hope for the fu- 
ture. They really make us believe that we have a chance to create 
a new industrial sector in our country, to back out imported oil, to 
not replace “made by OPEC” with “made in China” without ever 
having a “made in the USA” energy strategy. What you represent 
is that alternative, the “made in the USA” strategy. We have used 
tax benefits, loan guarantees in the stimulus bill in order to accom- 
plish that goal; and your story is tremendous. 

So here is what I will do. I will give each one of you 1 minute 
to give us the one thought that you want us to remember, 1 minute 
apiece without using 1603 or the words tax credits. Try to put it 
in the simplest possible form for the American people so they can 
understand what has happened over the last year and what you 
want to see continue. 

So we will go in reverse order; and we will begin with you Mr. 
Johnson. 

Mr. Johnson. First, I want to thank the chairman and the mem- 
bers for allowing me to come here today. 

I think in order to create real job growth, we need to consider 
freezing all proposed tax increases and costly regulations until un- 
employment falls at least below 7 percent, freezing spending and 
restricting unspent stimulus funds, reforming regulations to reduce 
unnecessary business costs such as reforming Sarbanes-Oxley, re- 
forming the tort system to lower costs and uncertainty facing new 
businesses, remove barriers to domestic energy production in Alas- 
ka and the Outer Continental Shelf, completely repeal the job-kill- 
ing Davis-Bacon Act, pass pending free trade agreements with 
South Korea, Colombia, and Panama, and reduce taxes on compa- 
nies’ foreign earnings if they bring those earnings home. 

I think those are all sustainable, and we need to incorporate in 
all of the above energy approach working with the individuals here 
today. And I thank you very much for having me. 

The Chairman. Thank you. 

Mr. Ashley. 

Mr. Ashley. Thank you, Mr. Chairman; and, again, I am proud 
to be here before the committee today. 

The key thing I would like to leave you with is please continue 
to help us build this renewable energy resource, an economy here 
in the United States rather than abroad. Many of the countries are 
very serious about this industry. They want to own this industry. 
We want the jobs to stay here in the U.S. 

We want to be competitive in the rest of the world. Programs like 
the Ex-Im Bank, and they are wonderful, offer facilities which we 
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have also used, and others are helping a lot and DOE loan guaran- 
tees. But the stimulus that you started and you are doing is really 
helping us, and it will make a big difference for jobs and I think 
the security of this country going forward. 

The Chairman. Thank you, Mr. Ashley. 

Ms. Wright. 

Ms. Wright. Thank you very much, Mr. Markey and committee 
members. Because of your actions, we have made a commitment to 
be here in the United States versus being somewhere else; and we 
have also made a commitment to stand up the industry and the en- 
tire value chain so we can drive domestic capability and com- 
petency. 

We need your help in creating the demands. So, for short term, 
while the market is sorting itself out, we can drive scale, drive the 
economics so we can employ these people and we can employ them 
sustainably and stand on our own without subsidies and without 
incentives. Because that is how we want it to work. But I would 
implore you to help us make sure that we leverage these invest- 
ments that the U.S. Government and the U.S. taxpayers have 
made and the faith they have put in us and make sure we leverage 
those vehicles and that demand with the components and the sys- 
tems that were made from those tax dollars here in the United 
States so that we do have a U.S. battery cartel, not Asian battery 
cartel. 

The Chairman. I love it. Thank you. 

Ms. Patt-McDaniel. 

Ms. Patt-McDaniel. I want to say that Ohio is very happy to 
make use of our Recovery Act funds. I already talked about our 
weatherization. We are using our other energy dollars to invest in 
the growth of those industries. 

For example, in our wind supply chain, we have 600 companies 
who are providing parts to turbines and are also creating jobs. We 
continue to use that money to incent industry and leverage more 
growth and job creation. 

I really appreciate the opportunity to speak, and we would like 
to have additional assistance from the Federal Government to con- 
tinue to grow those jobs in Ohio. 

The Chairman. Beautiful. Thank you. 

Mr. Gaynor. 

Mr. Gaynor. Thank you, Mr. Chairman; and I also want to ex- 
tend my thanks for allowing me to testify here today. 

We are just at the beginning. We have got a long, long way to 
go; and I would encourage he Congress to continue to send those 
strong policy signals to the private sector. Over the long term, that 
is probably a Federal renewable energy standard. In the short 
term, as the financial crisis and the financial markets continue to 
heal, could be an extension of the convertible ITC. 

So those are my parting thoughts. Thank you very much. 

The Chairman. We thank you so much. 

And I know everyone watching C-SPAN wants to learn more 
about a convertible ITC. But I understand what you are saying. 
But our job is to put it into English. So what we will do is we will 
pass a renewable electricity standard for the United States. So we 
have a goal of 15 percent, 20 percent of all electricity generated 
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from renewables because, by definition, they are here in America. 
We have to use our own energy resources to do that. And we will 
put the tax breaks, we will put the loan guarantees in place so that 
the private sector will step up and create this engine of growth in 
our own country, creating ultimately hundreds of thousands of new 
jobs just in this energy sector alone and, again, meeting the chal- 
lenge of importing too much oil from OPEC and trying to avoid a 
situation where we are importing our batteries, our solar, and our 
wind technologies from China. We have to avoid it. 

We need a plan. America is at its best when it has a plan, and 
the Obama administration has begun to put together that plan. We 
see the early results, which are fantastic; and we are now going to 
work to expand upon it this year and next. 

We thank you all for testifying here today. 

[Whereupon, at 11:30 a.m., the committee was adjourned.] 
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RESPONSE OF PAUL GAYNOR, CHIEF EXECUTIVE OFFICER OF FIRST WIND, 

TO THE ADDITIONAL QUESTIONS OF THE HOUSE SELECT COMMITTEE ON ENERGY 
INDEPENDENCE AND GLOBAL WARMING 


As a follow-up to the March 10, 2010 hearing “The Clean Energy Recovery: Creating Jobs, Building New 
Industries and Saving Money”, members of the House Select Committee on Energy Independence and 
Global Warming submitted five additional questions to Paul Gaynor, CEO of First Wind. The questions 
and Mr. Gaynor’s responses are as follows. 

Committee question 1. Regarding the financial challenges facing the wind industry, is the problem a 
lack of lending or is the financing rate too high ? If the rate is too high, what 
internal rate of return would be necessary to finance the project? By what 
percentage does the grants-in-lieu program lower the interest rate offered in a 
financing package? 

Mr. Gaynor: It is not a question of the cost of capital, rather just capital availability. The 

fundamental problem that the 1603 convertible tax credit was created to 
address was the lack of capital. With the collapse of credit markets in 2008, 
sources of capital dried up practically overnight, resulting in a credit and capital 
markets crisis that is still lingering today. Projections at the time suggested that 
the tax equity capital market might have only half the lending capacity 
necessary in 2009. The 1603 program was designed to fill in for that lending 
capacity that was lost when traditional sources of capital disappeared. 


Committee question 2. At what point will wind generation be cost competitive with fossil fuel 

generation and, in turn, when can Congress phase out the existing subsidies in 
the form of the production tax credit? 

Mr. Gaynor: Policies like the production tax credit (PTC) for renewable energy were enacted 

by Congress to provide renewables a level playing field compared with other 
subsidized energy sources. In the short term, without government support, 
wind and other renewables are less cost competitive with fossil and nuclear 
power that are themselves subsidized. With advances in technology and 
associated reductions in cost, wind power is making significant strides in 
becoming more cost competitive with other sources of electricity. And if 
Congress attached a price to the carbon emissions from fossil fuel combustion, 
wind would become even more competitive. 
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Committee question 3. 


Mr. Gaynor: 


Committee question 4. 


Mr. Gaynor: 


Committee question S. 


Mr. Gaynor: 


Industries and small businesses all across the country faced financing challenges 
during the economic downturn. How do you justify grants-in-lieu for the wind 
industry as more deserving than other struggling industries and firms? 

Clearly, many industries and businesses of all types and sizes across the country 
were hurt by the economic downturn and credit crisis. Accordingly, Congress 
acted to assist a variety of businesses and industries, including renewable 
energy. One of the primary goals of the assistance was to put people back to 
work immediately, which has been a result of the 1603 tax credit. For instance, 
the projects First Wind completed or began building in 2009 created over 1,000 
jobs and pumped hundreds of millions of doilars into local economies. 


What percentage of the wind turbine components that were installed in 2009 
were manufactured here in the United States? 

According to the American Wind Energy Association, domestically manufactured 
components made up 53 percent of the wind turbine components installed 
during 2009 in projects that applied for the 1603 convertible tax credit. This 
represents substantial growth in the domestic supply chain, as 25 percent of 
components were manufactured in the U.S. in 2005. AWEA has said that 
continued growth in the domestic supply chain will be a result of stable and 
appropriate renewable energy policies. 

Is First Wind concerned that capital will once again disappear If the grants-in-lieu 
program is discontinued? How con the wind industry ensure stable, long-term 
access to capital without government subsidies to attract financing? 


The Treasury's interpretation of what it takes to place a project in construction 
in order to quaiify for the ITC means that the 1603 grant program will have little 
impact after the end of this year unless it is extended. Without the grant 
feature, there are very few entities that can currently monetize the tax credits, 
whether PTC or ITC. After the financial crisis, many of the legacy tax equity 
investors disappeared either because the firms went bankrupt or because they 
had no taxable income to use the credits. There are only a few big players that 
the whole wind and soiar industry would be depending on to monetize the 
credits, allowing us to finance and build the projects. If the grant program were 
extended, that would provide time for more buyers to emerge or for a more 
efficient monetization structure to be developed before the PTC/ITC expires. 
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Ohio I 

Ted Strickland, Governor 
Lee Fisher, Lt. Governor 


Department of 
Development 

Lisa ^rtt-McOenkri, Director 


Follow-Up Questions to the Select Committee on Energy 
Independence & Global Warming 
Lisa Patt-McDaniel, Director 
Ohio Department of Development 


By what criteria/standards are homes evaluated for qualified weatherization 
assistance? 

« All families who have received assistance any time during the last 12 months 
under the Supplemental Security Income (SSI), or Home Energy Assistance 
(HEAP) (does not include Emergency HEAP) are automatically eligible for 
weatherization services. 

• Households that do not live in federally subsidized housing, and do not 
supply their own primary heat source (i.e., owns a gas well or cuts their own 
wood), will generally be eligible for services if they meet the U.S. Department 
of Health and Human Services income guidelines listed below; 


Size 

of 

Family 

Poverty 

Guideline 

1 

$21,660 

2 

$29,140 

3 

$36,620 

4 

$44,100 

5 

$51,580 

6 

$59,060 

7 

$66,540 

8 

$74,020 


**For households with more than eight (8) members, add $7,480 for each 
additional member. 

What safeguards and policies does Ohio have In place to ensure that only 
the most necessary and qualified houses are weatherized? 

Agencies must verify income based on the criteria above for each household and 
keep a copy of the verification in the client file for review by Ohio Department of 
Development staff. 


77 South High Street 614 1 466 2480 

RO, Box 1001 800 1 848 1300 

Columbus. Ohio 43216-1001 U.S.A. www.deveiopment.ohio.gov 


The State of Ohio is an Equal Opportunity Employet and Provider of ADA Services 
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2. How did your state overcome some of the obstacles encountered in almost ail 
other states? What are the best lessons learned from the Ohio weatherization 
program that can be applied to other states struggling to Implement the program? 

We believe there are several reasons why our state was able to ramp up and respond to 
the needs of our citizens so quickly: 

• An increase in weatherization funding in 2008 enabled agencies to purchase 
additional equipment prior to the passage of the American Recovery and 
Reinvestment Act. 

• An existing, well-established network of weatherization providers was a critical 
component. The Office of Community Services allocated the Recovery Act Home 
Weatherization Assistance Program funds to the existing network on a formula basis 
to ensure that the entire state would receive program services. 

• Many of the weatherization providers had lists of eligible households to be 
weatherized prior to receiving funding. 

• The Ohio Weatherization T raining Center, a well-established training facility operated 
by the Corporation for Ohio Appalachian Development, enabled new staff to be 
immediately trained. Also, the training curriculum was streamlined to quickly train 
and certify staff. Three training hubs were opened in addition to the main training 
center in Athens, Ohio to enable training without travel. 

• The Office of Community Services noted early on that there were insufficient local 
inspectors available to review completed housing units. Working with the training 
center, plans were implemented to increase the number of inspectors hired and 
trained. 

• The Office of Community Senrices provided a 1 0 percent advance of the individual 
grant amounts to weatherization providers, enabling agencies to purchase additional 
equipment such as vehicles and weatherization supplies. 

• Finally, the Office of Community Services instructed providers to begin weatherizing 
houses on July 1 , with weatherization staff salaries to be retroactively adjusted once 
prevailing wage rates were issued by the U.S, Department of Energy. Ohio began to 
ramp up for ARRA production in April of 2009. 

We believe that other states could learn from the very strong program in Ohio, which 
started with a base of a strong state office, excellent training center, and a great network 
of agency providers. Our Department utilizes a weatherization provider network consists 
of 58 separate entities that cover the entire state. Other states should look to Ohio when 
considering ways in which to better implement a stronger weatherization program for 
many of the reasons above. 


3. What is tire average wage of a weatherization worker in Ohio? 

The average wage is $10.32 per hour, without fringes. 


How much does the state pay per weatherized home? 

The statewide average cost is $6,332.78 per unit weatherize 


2 
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4. What percentage of the total Ohio workforce is unionized? 

14.2 percent of the wage and salary workforce in Ohio is estimated to be unionized 
(totaling 684,900 people), while 8.9 percent of the private sector in Ohio is estimated to 
be unionized (363,200 people). 

16.0 percent of the private manufacturing employment is estimated to be unionized. In 
private manufacturing, Ohio is ranked eighth in the nation for highest percentage of 
unionized workers. (Washington is first, followed by West Virginia) 

The first percentage includes government woikers. The second percentage Includes 
retail and service which has been the most active for elections in the last decade. The 
third percentage is the “traditionar measure of union activity but does not include 
construction workers. 

Looking at Construction emptoyment nationally, 1 6.7 percent of employment is covered 
by Union contracts for a reported average hourly rale of $20.89. (The sample size does 
not allow for sector/industry analysis at the state level.) 

Source: Union Membership and Earning Data Book, Compilation from the Current 
Populatbn Survey, 2010 edition by Barry Hirsch and David Macpherson and published 
by the Bureau of National Affairs. 


What percentage of weatherization contracts have been handed out to unionized 
companies? 

At this time, vre are not aware of any union contractors performing residential 
weatherization work through the state's program. In fact, most of the union contractors 
work on commercial and industrial jobs, instead of the residential projects supported 
through Ohio’s Home Weatherization Assistance Program. 


5. Ohio’s “Banking on New Energy Financing” program appears to have the same 
goal of opening up access to capital as the ARRA’s federal grants-in-lieu of tax 
credits program. To date, how much of the $40 million in funding has been 
expended? 

The program is in the process of finalizing selectton of investment fund managers for the 
Ohio Energy Gateway Fund. It is anticipated that this step in the process will be 
completed by early May 2010, after which the program will be made available to 
potential borrowers. 


Have firms in your state utilized this public-private partnership in addition to using 
the grants-in-lieu program? If so, can you estimate the additional lines of capital 
now available to those firms? 
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The fund has not yet been made available to firms. It is anticipated that this will occur in 
late May to mid June of Ws year. 


6. Of the jobs created or saved, how many will be permanent jobs once the ARRA 
funding is exhausted? Do you believe this weatherization program is a 
sustainable industry? 

The number of jobs that are permanent once funding through the federal stimulus has 
been exhausted is an unknown at this point. There is a possibility that some of the 
trained HWAP workers will work in energy efficiency programs funded with utility 
company ddlars and/or renewable energy programs, but at this point, there is no 
discemabte way to determine the amount of workers that will continue into permanent 
employment once stimulus tending is exhausted. 

We do believe that Weatherization will continue to be funded by Congress, but not at the 
same levels experienced with the American Recovery and Reinvestment Act. The 
program has been in piace long before federal stimulus money was added to the 
program, showing that there is a need for the program throughout Ohio over an 
extended period of time. If the recent investments and national push for "greenef 
technologies and lower energy costs is any indication, there is hope that the program 
could continue long beyond the federal stimulus. 


7. How would the Waxman-Markey bill affect the energy costs of Ohio residents? 

The Ohio Department of Development has not undertaken an independent analysis, 
though we are following the developments closely. 
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¥HK SEiEC* COMMITfEE ON 

HEBfif liOEPEMOENCE iiO fiiSlli WiiMliS 


April 1, 2010 


Dear Mr. Ashley: 

Following your appearance in front of the Select Committee on Energy Independence and Global 
Warming, members of the committee submitted additional questions for your attention. 1 have 
attached the document with those questions to this email. Please respond at your earliest 
convenience, or within 3 weeks. Responses may be submitted in electronic form, at 
Jonathan.Phillips@mail.house.eov . Please call with any questions or concerns. 

Thank you, 

Ali Brodsky 

Ali Brodsky 
Chief Clerk 

Select Committee on Energy Independence and Global Warming 
(202)225-4012 

Aliva.Brodskv@mail.house.aov 


1. In your submitted testimony, you note, “support from the federal government, in the form 
of the 48C tax credit, enabled us to add those jobs much sooner than we otherwise would 
be able to do.” What were Suniva’s previous expectations to increase the workforce? We 
probably accelerated at least 30 jobs. When would the additional employees have been 
hired? Approximately 6 months later. Are these jobs permanent jobs? Yes. 

2. Currently, most photovoltaic (PV) solar cells are produced in China. What is the largest 
competitive disadvantage facing the United States today in the international solar 
production market? The government of China supports its renewables (especially 
solar FV and wind) manufacturers with huge loans for expansion and capacity 
increases and also for domestic PV projects. They act in a matter of weeks vs. 
months to years for US programs to result in funds flowing to a US firm via the 
DOE loan guarantee program. 

3. What is the average employee wage at Suniva’s production plants? The average non- 
exempt wage is $16 per hour. Do those wages meet or exceed Davis-Bacon standards? 
Yes. Is the workforce unionized? No. 
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4. How do uitra-efficient cells compare in price per unit of energy to the cureent PV cells 
which are manufactured abroad? The price per watt is about the same at the cell level, 
but more power can be produced in a smaller area at the module and system level 
with less balance of systems cost, meaning that with high powered cells the 
electricity costs less. 

5. Given that Suniva is “already sold out through mid-201 1 and has had to turn away new 
export customers,” why does Suniva still need further government subsidies to ensure the 
viability of the business? We want to expand quickly in order to scale up to compete 
with the Chinese for the long run and stop turning customers away. We must have 
help in finmicing the new production facilities in the form of incentives that can be 
monetized and/or loan guarantees. What is the production cost of the cells compared to 
wholesale price and how much of Suniva’s costs are covered by federal subsidies? So 
far, we have received no subsidies. Since 48C is not refundable and we have no tax 
liability yet, we have not monetized the credit. However, the 1603 solar provisions 
were a shot in the arm to the entire industry domestically, and gave us more 
confidence. 

6. Your testimony notes that Suniva has taken advantage of the grants-in-lieu funding 
contained in the stimulus. If this is referring to 1603 provisions, we have not been able 
to take this ourselves as we are not project developers. If such a provision were 
available for the 48C incentive, we would immediately apply and this would allow us 
to monetize the incentive, which would greatly reduce our borrowing costs and 
leverage the amount we can borrow. Money is expensive and very ti^t. The 1603 
provisions greatly helped the domestic demand for products like ours and this has 
been of a great help to our company. Is that due to a pure lack of capital or is it that the 
financing rate is too high? If the rate is too high, what internal rate of return would be 
necessary to finance new projects? We do not do projects ourselves, but we feel that it 
has absolutely been key to getting any projects moving during the financial crisis. 
Having said fitat, capital is very tight and very expensive through Venture Debt, 
which is the only available source. By what percentage does the grants-in-lieu program 
lower the interest rate offered in a financing package over the previous use of the tax 
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credits? As Suniva does not do direct installations, vie do not have the necessary data 
to determine any interest rate reduction related to the grants>in-lieu program. 

7. Considering the King Juan Carlos University study last summer which highlighted the 
failures of government subsidies in the solar market, how can Congress ensure that the 
United States does not replicate the mistakes of the Spanish government, which is 
currently experiencing unemployment rates of 20%? Much of the Spanish subsidies 
were excessive and no proper domestic content rules were enforced. This gave the 
Chinese carte blanche in the Spanish market along with financial speculators. This 
can easily be addressed by legislation here in the United States. 

8. Do Suniva’s high efficient cells produce more electricity with less available sunlight? Do 
Suniva’s PV cells generate energy when the sun isn’t shining? The photovoltaic process 
doesn’t work without photons from the sun. Whenever there Is sunshine, our cells 
do produce power but the level varies with the amount of intensity. 
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